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Free Exchange and 
American Economy 


By RENE LEON 


Mr. Leon, holding we must protect our price structure and discard 
slogans based on misconceptions, opposes “fixed currencies” as 
provided in Bretton Woods Agreements. Contends U. S. is in posi- 
tion to maintain independent price structure without resorting to 
isolationism, and opposes long-term foreign loans as “bad busi- 


Price 30 Cents a Copy 


Make the Dollar as Good as Gold! 


A FREE GOLD MARKET, FOLLOWED BY FINAL DOLLAR 
REVALUATION, THE FIRST STEPS 


By LEWIS H. HANEY* 

Professor of Economics, Graduate School of Business Administration, New York University 
Decrying lack of standard for our currency, Dr. Haney points to present chaos in international 
monetary standards as arising from fiat “managed money” philosophies. Says parities fixed by mem- 
bers of International Monetary Fund are artificial and excessive and there will be no remedy for 


“scarce currencies” without a sound money standard such as gold. Holds system of “managed cur- 





ness.” Says dollar has become sole word “key” currency and re- 
strictions on gold movements are destroying gold’s instrument of 
exchange and making it object of hoarding and speculation. Advo- 
cates removal of tariffs and scaling down of international debt. 


Pleads for aid to England. 


Production and the protection of our price structure are the 
nation’s twin internal economic problems. For the sum total of all 


goods and 
services pro- 
duced and ex- 
changed by all 
our people, 
and the level 
of prices upon 
which turn- 
over is effect- 
ed, yield the 
national in- 
come which 
supports our 
instit u- 
tions and our 
standard of 
living. 

Of these 
twin prob- 
lems that of production is the 
easier of solution because the rank 
and file understand or can be 
made to understand it. Its ele- 
ments are discernible and of sim- 
ple appraisal: our natural re- 
sources abound, our plants and 
machinery are modern as is our 
constantly improving system of 
distribution; we have the man- 
power, we have the “know-how.” 


Both management and labor real- 
(Continued on page 885) 
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rency, 


subjects public to “whims” of politicians in fixing purchasing power of their savings. Attacks 


New Deal monetary legislation and its debt monetization, and concludes return to gold standard is 
best way to assure economic stability. Foresees no return to lower price levels because of heavy war 
time increase in currency, but holds it is likely value of dollar will have to be readjusted downward. 


The financial problem of the day lies in those Siamese twins, the vast public debt 
and a vast mass of inconvertible and depreciating currency. This is true in the United 
States as well as in the rest of the world. In most cases, neither the debt nor the currency 
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civil expenditures. 
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Trade and Taxes After the War 


By R. C. LEFFINGWELL* 
Chairman of Executive Committee, J. P. Morgan & Co. Incorporated 
Eminent banker, pointing out astronomical growth of debt and annual 
budgetary expenses since First World War, declares our national tax 
policy should aim to raise greatest possible revenue 
with the least possible pain to taxpayer, with least 
trouble to Treasury, and with least social and eco- 
nomic disturbance to whole community. Asserts 
ress should reduce all income tax rates and 
tariffs 10% at once, and later eliminate all quirks 


The direct public debt of the United States 
Government, leaving aside that of States, cities 
and governmental agencies, is about ten times as 
great as it was at the peak after the First World 
War. The annual budget is one and one-half times 
the total debt of the government at the peak after 
the First World War. Evidently the greatest econ- 
omy must be exercised by our government in 
Countless unnecessary civil 
employees should be sent back to private life to 
do useful work. But civil expenditures, even at their present inex- 
cusably swollen level, account for only a small fraction of the total 
budget. Interest on the debt is a fixed charge which cannot be pared 


(Continued on page 902) 
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*A talk by Mr. Leffingwell to the Alumni Federation of Columbia 
University, New York City, Feb. 12, 1947. 
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means  any- 
thing very 
definite, sim- 
ply because 
neither is re- 
lated in any 
definite way 
to reserves. In 
other words, 
there is no 
standard for 
the payment 
of debt and 
no. standard 
for the cur- 
rency, 

Zt\tie neo 
mere chance 
that the two 
biggest increases in the Federal 
Reserve Member bank statements 
are those in “investments” in gov- 
ernment securities and in demand 
deposits. The investments are in 
government debt, and the deposit 


currency is based thereon. 

The great underlying facts of 
the past decade have been, first, 
the wartime monetization of the 
public debt, and, second, the 


Lewis H. Haney 


*An address by Dr. Haney be- 
fore the Colorado Mining Asso- 
ciation, Denver, Colo., Feb. 7, 
1947, 
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| growth of the idea of “debt man- 


agement.” By the first of these 
two sinister developments, the 
governments of the world, as us- 
ual in wartime, were forced to 
abandon the gold standard, and to 
use their own I0Us in lieu of 
money. Bond-secured currencies, 
representing little more than gov- 
ernment fiat, have become gen- 
eral. Thus the larger the debt, the 
more currency we have! We even 
go so far as to think that the more 
bonds (debt) the government is- 
sues the more security we have. 
According to the second develop- 
ment, there has arisen a school of 
thinkers who are turning from the 
older idea of a managed currency 
into the newer one of a managed 
debt. This is a logical develop- 
ment since it follows from the fact 


(Continued on page 888) 





Columbus Steck and Bond 
Club and Twin Cities Bond 
Traders Club Pictures on pages 
880 and 881. 
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Undoubted- 
ly, had I teld 
you then what 
I'm going to 
tell you now, 


you would 
have labeled 
meas an 


optimist of 
unbounded 
faith. Proba- 
bly bold, bra- 
zen or brash 
would have 
been more ap- 
propriate de- 
scriptions. 

I have just 
completed 25 
years with Vilas & Hickey. Over 
the last few months there have 
been times when I’ve wondered 
whether I had learned anything. 
I’m sure you've &ll found your- 
selves equally flabbergasted. 


I’m not going to bore you with 
a lot of repetition of the sort of 
stuff you’ve gotten indigestion 
and insomnia from. 
Back in November, speaking to 
a group at the Boston Public Li- 
brary, under the auspices of the 
State Department of Education, I 





Arthur C. Knies 


By ARTHUR C. KNIES* 
Partner, Vilas & Hickey 


the subject. I, personally, believe | 
we are living through an “adjust- | 


ment” period rather than facing a 
recession. Many loose practices 
of a high, wide, and handsome 
nature developed over the last 


few years that, more or less, be- | 


came classified as normal expec- 
tancy. We weren’t living in a real 
world and didn’t realize it. 
“Stocks sold at high levels in 
relation to earnings and stayed 
high for months in the face of 
superficial indications that con- 
ditions weren’t getting any better. 
New issues of doubtful quality 


Outlook for Railroads 


Characterizing recent stock market changes as adjustments from a wartime economy, Mr. Knies con- 
tends hysteria is now giving way to realism. Holds business prospects will continue favorable for long 
time and railroad securities will sell higher than last year. Sees rails absorbing cost increases through 
physical improvements and more adequate equipment. Says rail labor problem may be eased if Su- 
preme Court upholds Government in Jehn L. Le wis case and looks for higher rail earaings in 1947. 
Urges selective buying and points ‘out favorable railroad stocks. 
Frankly, aside from one or two changes in publie appraisals for 1947's economic 
outlook, or straws in the wind indicating better operating conditions in the rails, there 
isn’t anything new in the situation from what I would have told you three months ago. 


° 


went to premiums so fast the 
printing machine was speeded up. 
40 cent cotton certainly seemed 
unreal, as well as high prices for 
other commodities the world is 
temporarily without. Government 
ineptitude and bureaucratic con- 
trols fostered inflation to the be- 
wilderment of everybody. 

| “It is human to blow hot and 
|cold, seemingly without effort. 
Many people who were absolutely 
all out bullish last spring are now 
in the forefront of the bears. It 
is a natural to plunge from the 

(Continued on page 882) 





Bond Prices as a Stock 
Market Forecaster 


By JACQUES COE 


Market analyst cites study of 45-year price performance as dem- 
onstrating that bond trends have served as good guide to subse- 
quent common stock swings. Concludes that current bond uptrend 
warrants anticipation of higher 1947 steck market. 


During the past 50 years, many articles have been published 
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concerning studies of the relationship of bond prices to stock prices 
asamarket. © eye 
forecaster and .,rectness, which, in itself, should 
the numerous | entitle the findings to more than 
theories ex-. passing notice. 

pressed and There is bound to be a differ- 
elaborat- . ence of opinion among technicians 
ed upon have | as to what constitutes a change in 
been useful |trends, whether it is bonds or 
often enough | stocks, and many students of the 
to command | averages may not agree with our 
serious atten- | conclusions. A mircoscopic study 
tion and | will detect numerous deflections. 


said, “I don’t pretend to be an 
economist, but since I live with 
markets, I have some thoughts on 








*A talk by Mr. Knies at meeting 
of the Association of Customers’ 
Brokers, New York City, Feb. 10, 
1947. 
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Members N. Y. Stock Exchange and Other Principal Exchanges 


wrong at crit- 
ical times to 
demon- 
strate that the. 
theory is any- 
thing but 
foolproof. 








Jacques Coe 


In any event, our analysis of the 
bond trends concludes that there 
have been 19 major changes in 
direction of more than incidental 
nature and that 16 of these major 


| Snenages accurately have forecast 


stock market swings—one change 


Our study began with the year|in trend was relatively negative 
1902, and we found that the ma-| and two changes were dreadfully 


jor trend of bond prices, in most 
instances, had been an excellent 


guide in forecasting broad stock 
market swings. The record of 
45 years indicates about 84% cor- 


















NEW YORK 6, N. ¥. 
Teletype NY 1-672 


_inaccurate and completely mis- 
| leading. 
| On the whole, however, we 
_found that advancing bond prices 
|in most instances, pointed the 
wey for advancing security prices 
and vice versa. 

The 


accompanying _ statistics 


i} speak for themselves. 


There was very little trend to 


| the bond market in either direc- 


tion during 1938, 1939 and 1940. 


_These again were war years with 


‘many minor bond trends moving 
forward and backwards without 


much stock market significance. 


Bond prices began to turn up 


H}| slightly in the spring of 1941, 
Hj; continued quite steady through 
}| | 1942" and: turned definitely up in 
} | the-spring of 1943; once again fol- 


lowed by a rising stock market 


| from 125 to 205 or 65%. 
| (Continued on page 899) 
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H. C.: Kuthe 


No General Price Decline Probable 


By H. C. KUTHE 


Mr. Kuthe contends price rise in last few years was result of increased 
money supply and causes other than scarcity of civilian goods. Holds 


present money supply is excessive and there is 
meney hoarding, which, when released, will lead to 
further upward. pressure on prices. Views present 
bearish psychology as temporary since it has no 
factual basis, and points out difficulties in applying 
effective anti-inflationary measures. 

At the present moment nearly the total busi- 
ness community, as well as most economists, are 
convinced not only that the rising trend in the 
general price level of the country which charac- 
terized the last six or seven years has come to an 
end but that a certain recession of most prices 
will soon occur, The principal basis for these con- 
victions is supplied, in so far as farm products 

. are concerned, through the present gradual in- 
crease in the agricultural production of foreign 
countries and through the consequent impending 
decline in food exports from the United States, 


while, with respect to manufactured goods, the expectation of stable 
or even falling prices principally rests on the substantial expansion 
now under way in the domestic output of such goods. 


The corollary to this argumentation is, of course, the belief also 
generally being held at present that the basic cause for the rise 
in the general price level of the country during the last few. years 


was the scarcity of civilian goods which existed at that time under 
the influence of the war. 


The latter belief clearly involves, how- 
(Continued on page 877) 
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Margins, Trading Hours. and 
e a. 
Commission Rates 
By JAMES F. BURNS, Jr.* 
President, Association of Stock Exchange Firms 


Mr. Burns, in commenting on margin regulations. of Federal Reserve: 
System, points out insignificant volume of credit involved in loans to 
customers by Stock Exchange firms. Contends Fed- 
eral Reserve Board may have exceeded its author- 
ity in prohibiting margin trading and extols coopera- 
tive attitude of Securities and Exchange Commis- 
sion. Calls attention to need of adjusting com- 
mission fees and other charges to meet increasing 
operating costs and discusses effects of a five-day 
trading week. Stresses need of close personnel re- 
lationships and loyalty of employees. 

The Board of Governors of the Association of 
Stock Exchange Firms, composed of. members 
from all parts of the country, is assembled here 
this week for the purpose of sober deliberation 
of problems which, if properly solved by our in- 
dustry, will enable us more adequately to meet 
the conditions of today. 
of these matters that I wish to talk to you. 





It is concerning some 


James F. Burns, Jr, 


One matter of major importance congerns the use of credit by 


our industry. In the statement of Jan. 18, 1947, announcing relaxa- 





*An address by Mr. Burns, a partner in Harris, Upham & Co., 


at a dinner given by the Chicago Stock Exchange, Chicago, IIL, 
Feb. 6, 1947. 


(Continued on page 886) 











We are interested in offerings of 


High Grade Public Utility and Industrial 
PREFERRED STOCKS 


Spencer ‘Trask & Co. 


Members New York Stock Exchange “Members New York Curb Exchange 
25 Broad Street, New York 4 135 S. La Salle St., Chicago 3 
Tel.: HAnover 2-4300 Tel.: Andover 4690 


Teletype—NY 1-5 
Glens Falls - Schenectady - 





Albany - Boston ~ Worcester 








xs LICHTENSTE! 








SOLD 
AMERICAN! 


Some guys. sold too many Ameri- 
cans too much junk. That’s why 
a guy like me can make a living 
buying it back. (I’m generous, too!) 
Send for one of our 


“Varga” Memo Pads 


99 WALL STREET, NEW YORE 
Telephone: WHitehall 4-6551 








Offerings Wanted 
All 
Title Company 
Mortgage Certificates 


GOLDWATER & FRANK 


39 Broadway, New York, N. Y. 
HAnover 2-8970 Teletype NY.1-1203 


Member of 
New York Security Dealers Assn. 
Nat'l Ass'n of. Securities Dealers, Inc. 











Colonial 


Sand & Stone 


Prospectus on Request ° 


J. F. Reilly & Co., 


Incorporated 











TRADING MARKETS 


Thiokol Corp. 
Drug Products 
National Shirt Shops 
F. L. Jacobs Conv. Pfd. 





Members New York Security Dealers Assn. 
170 Broadway 
Bell. System. Teletype NY 1-84 


Hinzoc & Co. 


WoOrth 2-0300 








Haytian Corporation 
Punta Alegre Sugar 
Eastern Sugar Assoc. 
Lea Fabrics 
U. S. Sugar 
Commodore Hotel 


*Fidelity Electric Co. 
Class A Common Stock 


Susquehanna Mills 


*Prospectus on request 


DUNNE &CO. 


Members New York Security Dealers Assn. 
25 Broad St., New York 4, N. Y. 


WHitehall 3-0272—Teletype NY 1-956 
Private Wire to Boston 

















Red Rock Bottlers, Inc. 
(Atlanta) 


A growth type equity in the soft drink industry. 


Circular on Request 


HorRost & TROSTER. 


ESTABLISHED. 1914 
Specialists in Soft Drink Stocks 
74 Trinity Place, New York 6, N. Y. 


Telephone: Teletypes: 
BOwling Green 9-7400 NY 1-375—NY 1-2751 





**Stern & Stern 


Textile, Inc. 
**Offering Circular on request 


*Public National Bank 
& Trust Co. 


*Year-end analysis on request 


National Radiator Co. 
C. E. Unterberg & Co. 


Members N. Y. Security Dealers Ass’n 
61 Broadway, New York 6, N.¥. 


Telephone BOwling Green 9-3565 
Teletype NY 1-1666 
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W. ARD & UO. 


SY. 1926 


ACTUAL MARKETS 
IN 250 
ACTIVE ISSUES 


Abitibi Power 
Armstrong Rubber 
Aspineok Corp.* 
Cinecolor 


Chicago | R. L & Pac. 


Diebold Inc.* 
Gen’! Dry BatteryT 
General Machinery 
Gt. Amer. Industries 
Wm. H. Harmant 


Haskelite 


Higgins Inc. 
Hoover Co. 
Hoving Corp. 
Hydraulic Press 
Lanova* 

Long Bell Lumber 
Majestic Radio & Tel. 
Maryland Casualty 


Michieas Chemical 
Minn. & Ontario Paper 


Missouri Pac. 
Old Pfd. 


N.Y. New | Hav. & Hart. 


Pathe Industries 
Philip Carey 
Purolater Prod.* 
Taylor-Wharton* 
Towmotort 

Upson Corp.* 

U. S. Air Conditioning 
U. S. Fidelity & Guar. 
United Artists* 
United Drill & Tool “B”’ 


Vacuum Concrete 





Amer. Gas & Power 
Cent. States Elec. Com. 
Derby Gas & Elec. 
Elec. Bond & Sh. Rts. 
Iowa Public Ser. 
Pub. Ser. of Ind. 
Puget S’nd P. & L. Com. 
Southwest Natural Gas 
Standard Gas Elec. 
Tide Water Pwr. Com. 


tProspectus Upon Request 
*Bulletin or Circular upon request 


WARD & CO. 


ST. 1926 


Members N.Y. Security Dealers Assn. 


120 BROADWAY, N.Y. 5 


REctor 2-8700 


N, Y. 1- -1286-1287-1288 
Phila., Chicace & Loy Angeles 


RISE PHONES 


ENTERP 
Hartf’d6l11 Buff. 6024 Bos. 2100 











tion will lead to greater profits. 


pictures. 


Outlook for Motion 
Picture Industry 


By PAUL RAIBOURN* 
Vice-President, Paramount Pictures, Inc. 


Motion picture executive refutes idea industry has reached peak. 
Points out public in good and bad times has kept up relative 
expenditure on motion pictures. Holds enlarged consumer income 
favors motion picture patronage and economies in picture produc- 


Refers to increased leisure time 


as a favorable factor and sees no danger in competition of foreign 


For some several months there have been a continual flood of 
statements that the motion- picture business had reached its peak 





and was on its 
way down; in 
fact, some of 
the estimates 
would indicate 
that it was 
far on its way 
down. 

On the sec- 
ond or third 
of January one 
the large sta- 
tistical serv- 
ices issued a 
statement, for 
the benefit of 
its customers, 
in which it 
stated that the 
intelligent people would get out 
of the consumer industries and put 
their money into the heavy-goods 
industries. It mentioned specif- 
ically the liquors and the amuse- 
ment securities as ones to be 
avoided. 

Within the next week, three or 
four large wire houses sent out 
bulletins to their local correspon- 
dents, and of course it reached 
their customers in New York, say- 
ing that the customers should get 
out of consumer securities, and 





Paul Raibourn 





*An address by Mr. Raibourn 
before the Association. of Cus- 


| specifically mentioning the liquors 
and amusement securities. 

That flood of prognostications 
for the amusement business: began 
to produce some trouble for me. 
For the next week my life was a 
flood of telephone calls from con- 
cerned stockholders wishing to 
know what background there was 
for this seemingly widespread in- 
formation that the motion picture 
business was rapidly on its way 
back to the Indians. 

I have been in the motion pic- 
ture business for some 27 years. 
I have been through the depres- 
sion conditions in 1921, the minor 
depression conditions in the later 
1920’s, the depression of the early 
1930’s, and the minor one in 1939. 
I don’t think I have ever seen a 
period during all that time, when 
there was such a widespread dif- 
fusion of the idea that we were 
rapidly on our way to perdition. 

There must have been a reason 
for these things, and I am sure it 
is the reasons behind those that 
you are interested in; because that 
was what every stockholder who 
called up or who came in wanted 
to know. They wanted to know 
how much truth there was in 
these dire predictions and what 
we thought about the situation. 





tomers’ Brokers, New York City, 
Feb. 4, 1947. 


You are’ representatives of 
(Continued on page 890) 








*District Theatres 


*Metal Forming Corp. 


52 Wall Street 
Tel. HAnover 2-8080 


*Prospectus Available 


FIRST COLONY CORPORATION 


*Hungerford Plastics 


*Dumont Electric 


New York 5, N. Y. 
Teletype NY 1-2425 














AMERICAN GAS & 


Telephone: LExington 2-7300 





Bought—Sold—Quoted at Net Prices 
EASTERN CORPORATION 


PENNSYLVANIA POWER & LIGHT COMMON 





Central National Corporation 


ESTABLISHED 1927 


22 East 40th Street, New York 16,.N. Y. 


ELECTRIC COMMON 


Teletype: NY 1-2948 











| Socialist John Bull Takes Stock 


By HERBERT 


and unionists and published by 


needed production increase. 


absence of remedial plans. 


On Jan. 21 there appeared on 


despite 
quaint 18th- 
Century- 
sounding title, 
im mediately 
attracted na- 
tionwide and 
indeed world- 
wide atten- 
tion: The pa- 
per goes by 
the name, 
“Statement on 
the Economic 
Considera- 
tions Affecting 
Relations Be- 
tween Em- 
ployers and 
Workers.” Despite the newsprint 
shortage the staid London “Times” 

reprinted the white paper in 
full. The conservative “Financial 
Times” noted the pamphlet with 
a two-column headline: “Grave 
Position of the U. K. Economy,” 
while from its cover page “The 
Economist” exhorts the nation to 
face the present crisis. 

The white paper, whose gist is 
that Britain needs to step up pro- 
duction quickly and materially, is 
a product of the National Joint 
Advisory Council consisting of 17 
representatives of the British Em- 
ployers’ Confederation, and 17 





Herbert M. Bratter 





M., BRATTER 


Mr. Bratter holds British White Paper, joint product of employers 


the Government, is intended to 


shock management and workers into greater effort for direly 
British editorial comment hails docu- 
ment as evidencing first admission by Government and unions that 
country is in bad fix. Notes Socialists’ complete confusion and 


the counter of His Majesty’s Sta- 


tomery Office in London a tuppence nine-page white paper which, 
its® 





representatives of the Trades Un- 
ion Congress, Its publication by 
the Government is intended to 
shock the nation, and particularly 
the workers, into lasting greater 
effort. Whether it will have that 
effect remains to be seen, 


The Surrounding Critical 
Economic Conditions 


The white paper comes in the 
midst of as severe a winter as 
Britain has endured in half a 
century. It appears when the na- 
tion’s coal shortage is acute, when 
factories are being shut down for 
lack of enough fuel, when the 
country is still pondering official 
revelations of the shortage of hard 
currencies to finance British trade 
needs, and when British living 
conditions are as grim as ever in 
wartime, if not grimmer, This is 
the situation as Britain under- 
takes, through conversations in 
India ard elsewhere, to imple- 
ment the undertaking in the 


American loan to make sterling 
freely convertible in July. This is 
the environment from which will 
come the British delegation to the 
international trade discussions at 
(Continued on page 904) 








The Rights 


pull down the 


seem to think. 











OSGOOD COMPANY 


Established 1840 


Approximate earnings, 
Net current assets, Dec. 31, 1945—approximately $12.60 
Approximate selling price—$9 per share 
Company manufactures equipment for 
quarrying and lumber industries. 
field looks good for next 10 years. 


Detailed circular upon request 


Seligman, Lubetkin & Co. 


Incorporated 
Members. New York Security Dealers Association 
41 Broad Street, New York 4 


1946—-$2.85 per share 


construction, mining, 
Outlook for heavy industry 


- HAmover 2-2100 - 


American Overseas Airlines 
Kingan & Company 
Standard-Thomson Corp. 
U. S. Finishing Com. & Pfd. 


J.K.Rice, Jr.&Co. 


Established 1908 





‘REctor 2-4500—120 Broadway 








Members N. Y. Security Dealers Assn. 





ip _ Bell System Teletype N.Y. 1-714 


of Property 


By ABRAHAM LINCOLN, March 31, 1864 


“Property is the fruit of labor; 
property is desirable: 
It is a positive good in the world. 


That some should be rich shows 
that others may become rich, and 
hence is just encouragement 
to industry and enterprise. 


Let not him who is houseless 


house of another, 


but let him work diligently 
and build one for himself, 


Thus by example assuring 
that his own shall be safe 
from violence when built.” 


The real moral in these words of Lincoln 
is that a politician need not be a hypocrite 
or a demagogue to advance his public 
career as SO many men in public life today 


ACTIVE anauxvs ————] 


Di Noc 
Soya Corp. 


Great American 
Industries 


Virginia Dare Stores 
SIEGEL & CO. 


$9 Broadway, N. Y.6 ~ Digby 4-2370 
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; Vote-getting tax tinkering seems to have displaced equitable tax 
relief on the congressional agenda. Hallelujah Democrats have 
taunted Republicans into confusion and conflict. Apostles of the 20% 
cut across-the-board are finding converts few and inarticulate, are 
losing or have lost their crusade to the camp meeting orators who 
invoke tax mercy for the small income citizen. As of today, certainly, 
the sawdust trail to tax reform® 
promises greater reward to the;graduated income tax revision 
low income bracket people than| favoring millions of small tax- 
their higher bracket neighbors. payers who elect the Congress- 

is a * men. 

Compromise or no tax reduc- Pv 1 . 
tion at all looks unavoidable. Strategic purpose of Treasury 
Consider these facts: (1) Re- Secretary John Snyder’s press 
publican proponents of the conference proposal that Con- 
aeross-the-board reduc- | gress make a long-range study 
tion know that most Democrats of tax relief for family heads 
and many Republicans are was to reinforce the President’s 
against them; (2) they realize position against any tax whit- 
President Truman may veto any tling at this time. Congressional 
revenue reducing legislation; | tax reducers received the 

(3) they’re’ reasonably sure Snyder blandishment with af- 

neither Senate nor House has | fable disregard, went right 

enough across-the-board advo- ahead with their dickerings. 

cates to override a veto. Pres- ea; * 

ently, at least, they can foresee , : : : 

no other alternative than some | ,.Moving picture executives are 

sort of a concoction sufficiently | @Sturbed by congressional hack- 

tasty to tempt a counter veto |i"8 at the reciprocal trade pro- 

two-thirds vote. gram, fear it will provoke foreign 
2 4 f nations to fence out American 
: 4 dee Hee films. Already beset by govern- 

Only compromise with enough | ment restrictions abroad, the mo- 
vote appeal to offset White House/tion picture industry foresees 
status quo sentiment looks like a (Continued on page 893) 


The Public Debt and 
National Income 


By ARYNESS JOY WICKENS* 
U. S. Bureau of Labor Statistics 


Mrs. Wickens, in pointing out national debt has grown from 45% 
of annual national income in 1919 to 150% of current national 
income, stresses importance of reduction of debt balance by its 
retirement. Notes Federal Government has other expenditure com- 
mitments and that taxes consume about one-quarter of national 
income. Looks for moderate decline in price level and calls atten- 
tion to distortion of price structure. Says pinch of debt burden 
will come when dollar value of national income falls, and sees 
continued necessity of taxing low incomes. 


The total debt of the Federal Government in October 1946 was 
$263 % billions, all but $1 billion of which was interest bearing. This 
includes all © 
those bonds, 
notes, certifi- 
cates of in- 
debtedness 
and special is- 
sues common- 
ly classified 
as “public 
debt” by the 
Treasury De- 
partment, but 
not guaran- 
teed  securi- 
ties. It em- 
braces all in- 
debtedness 
in that cate- *An address by Mrs. Wickens at 
Bory which 59th Annual Meeting of the 
the Congress has, by statute, lim- | American Economic Association, 
ited to a total of $275 billion. Atlantic City, N. J., Jan. 24, 1947. 














1 At this point I wish to direct 
my remarks to this category of the 
Federal public debt, and later tc 
take account of the implications 
of Mr. Woodward’s point that our 
Federal financial obligations far 
exceed our contractual debts in 
this formal sense—a point of view 
with which I entirely agree. But 
the debt problem is difficult 
enough without compounding 
trouble at this point. 

| To dramatize the growth of the 
debt and to help you to avpre- 

(Continued on page 892) 








Aryness Joy Wickens 


Getchell Mine, Inc. 
Arden Farms Company 
Title Guarantee & Trust Co. 
American Overseas Airlines, Inc. 


BOUGHT — SOLD — QUOTED 


New York Hanseatic Corporation 


120 BROADWAY, NEW YORK 5, .N. Y. 
3 elephone: BArclay 7-5660 Teletype: NY 1-583 














Observations ... . 


c By A. WILFRED MAY _ 


INTERNATIONAL TRADE AT THE CRISIS STAGE 
Belly Politics Versus Ideology 


This country’s progress on the way toward genuine international 
trade agreement is becoming increasingly obstructed by politica) 
obstacles. These factors, whose practical effects sometimes are not 
realized, are now decisively determining the world’s economic and 
political future. 

The world’s central issue is one of quantitative restrictions; 
avoiding detailed administered control of im- 
ports by other countries, with their discrimina- 
tion against the hard-currency nations like the 
United States. And it must not be forgotten that 
unilateral policies and bilateral trading pave the 
way to economic, and hence military, warfare. 

This country’s particular simply-stated basic 
problem consists of the fact that if we as the 
largest creditor nation in history, do not shortly 
develop an excess of imports over exports, a 
repetition of our previous periods of default by our 
foreign debtors must ensue, Barring the use of 
subsidies, in new and even more intensified de- 
gree than before, our exports must decline; with 
insufficient overall use of our -enormous plant 
capacity and a favoring of inefficient, and a pen- 
alty on efficient, home industries. Also we must 
recognize that to an even greater degree than 
formerly, we will be forced to renew the practice, 
indulged in ever since the First World War, of shouldering costly 
though hidden susidies like the inter-Allied debts, our private loans, 
and our gold buying. 


The British position makes help from expanded and multilateral 
international trade an immediate and more genuine need. No less an 
authority than Professor Lionel Robbins, eminent British economist, 
has recently stated (in Lloyds Bank “Review” for January, repro- 
duced elsewhere in this issue of the “Chronicle’”’) that in spite of the 
American Loan, Britain’s dollars and reserves are going to run very 
short in the absence of drastic remedial steps. The exact causes of 
Britain’s postwar exchange position troubles, like the rise in our 
commodity prices making the purchasing power of her borrowed 
dollars worth less, and like the German burden, are not material; 
the point is the wide extent of their repercussions. 


Before World War II the United Kingdom’s visible imports 
from America greatly exceeded her visible exports to us; in 1938 the 
former were six times as great as the latter. The UK met its deficit 
principally by the conversion into dollars of the proceeds of the 
British surplus of visible exports to other countries. But now, 
because of the absence of supplies from other war-damaged countries, 
the increased imports from the United States are accompanied by 
difficulty in converting the favorable balance of other countries into 
dollars. 























A. Wilfred May 


Domestic Political Influences 


On our domestic political scene we find that the next important 
act will be comprised by the Feb. 24 opening of a “full-dress investi- 
gation” of the Administration’s reciprocal trade program by Repre- 
sentative Knutson’s House Committee, the majority of whose members 
have consistently voted against international agreements. 

Perhaps in line with the true processes of democracy, the move 
of every legislator, seems to be motivated by the fixation of both 
his eyes on the coming 1948 election. The epochal compromise offered 
last week by the two key Republican Senators, Messrs. Vanderberg 
and Millikin (published in full in this issue of the “Chronicle’”), 


(Continued on page 903) 





TRADING MARKETS IN 


é ‘OLD’ , 
Preferreds & Commons 


Chi., Milw., St. Paul & Pac. Old Colony Railroad 
Chi., Rock Island & Pacific Rutland Railroad 

Denver & Rio Grande West. St. Louis-San Francisco 
Duluth, So. Shore & Atlantic St. Louis Southwestern 
Missouri Pacific Seaboard Air Line 

N. Y., New Haven & Hartford Western Pacific 

N. Y., Ontario & Western Wisconsin Central 


G. A. Saxton & Co., Inc. 


70 Pine Street, New York 5, N. Y. 
WHitehall 4-4970 Teletype NY 1-609 








American Gas & Power 
Central Ohie Light & Power 
Northern:-indiana Public Service 
Tennessee Gas & Transmission 
Bought—Sold—Quoted 


FREDERIC H. HATCH & CO., INC. 


Established 1888 
MEMBERS N. Y. SECURITY DEALERS ASSOCIATION 


63 Wall Street, New York 5, N. Y. Bell. Teletype NY 1-897 











With Slayton & Co., Inc. 


(Spécial to “THE “PINaWCIAL CHRONTCLET™ 

ST. LOUIS, MO.—Renus Olson 
has‘ been added to the staff of 
Slayton & ‘Co., Inc., 408 Olive St. 





AMERICAN MADE 
MARKETS IN 


CANADIAN 
SECURITIES 








‘Abitibi Power & Paper Co. 
Brown Company 
Minnesota & Ontario Paper Co. 
Noranda Mines Ltd. 

St. Lawrence Corp. Ltd. 
St. Lawrence 


Paper Mills Co. Ltd. 
Steep Rock Iron Mines Ltd. 
Sun Life Assurance of Canada 


HART SMITH & GO. 


52 WILLIAM ST.,N. ¥.5 HAnover 2-0980 
Bell Teletype NY 1-395 
New York Montreal Toronto 








Pacific Coast 
Securities 


Orders Executed on 
Pacific Coast Exchanges 


Schwabacher & Co- 


Members 
New York Stock Exchange 
New York Curb Exchange (Associate) 
San Francisco Stock Exchange 
Chicago Board of Trade 
14 Wall Street New York 5, N. Y. 
COrtlandt 7-4150 Teletype NY 1-928 
Private Wires to Princtpal Offices 
San Francisco — Santa Barbara 
Monterey — Oakland — Sacramento 
Fresno 














Specialists in 
Domestic, Canadian 
and Philippine 
Mining Issues 


iit 


MAHER & HULSEBOSCH 


Brokers & Dealers 
In Investment Securities 
62 William St. New York 5, N. Y. 
Telephone Teletype 
WHitehall 4-2422 NY 1-2613 
Branch Office 
113 Hudson 8t., Jersey City, N. J. 











BAR GOLD 


GOLD COINS 
held abroad 


IRANIAN-OWNED STERLING 
Offers Wanted 


F. BLEIBTREU & CO., Inc. 


79 Wall St., New York 5, N. Y. 
Telephone HAnover 2-8681-2 
Cables: Solofret, New York 


A MARKET PLACE = 
for 
BENGUET CONS. MINES 
BRITISH TYPE INVESTORS 
CENTRAL STATES ELEC. 
COPPER CANYON MINING 
GENERAL TIN INVEST. 
HAILE MINES 
KINNEY COASTAL OIL 
LAVA CAP GOLD 


GOULET & STEIN 


Members Nat’! Ass’n of Securities Dealers, Ine. 


27 William St., N. ¥. 5 
HAnover 2-7768 Tele: NY 1-1055 
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BALTIMORE 





Baltimore Transit Co, 
All Issues 


Bayway Terminal 
Davis Coal & Coke 
Monumental Radio 

National Sash Weight 


Preferred 


STEIN BROS. & BOYCE 


‘Members New York & Baltimore Stock 
Exchanges and other leading exchanges 
6 S. CALVERT ST., BALTIMORE 2 
Bell Teletype BA 393 
New York Telephone REctor 2-3327 


‘BOSTON 


The Parker 
Appiiance Company 


Company is a leading manufacturer 
of tube couplings, fittings and valves - 
for the transmission of hydratilics. 
Outlook for industries served indi- 
cates substantial prospective earning . 
power. 











At current quotations, common stock 
is available at approximately 40% 
less than original offering price in 
1940, despite tremendous improve- 
ment in basic position,-at approxi- 
mately’40% of indicated book value 
and at less than net working capital 
per share. 


Circular available upon request 


PRICED ABOUT 8 


du Pont, Homsey Co. 


31 MILK STREET 
BOSTON 9, MASS. 
HANcock 8200 Teletype BS 424 
N. Y. Telephone CAnal.6-8100 


{House Committee to 


‘Investigate Federal 


Money Operations 


Will clarify American loan poli- 
cies and NAC’s activities. 


WASHINGTON (Special to the 
“Chronicle” )—The House Banking 
and Currency Committee will 
probably make a study of credit 
as it is created and controlled by 





LYNCHBURG 
appre. 


Trading Markets 
American Furniture Co. 
Bassett Furniture Ind. 
Dan River Mills 
—*-— 


Scott, Horner & 
Mason, [nc. 


‘Lynchburg, Va. 
Tele. LY 83 LD 11 | 
TUGEEUUETECEEGUUECTEE REESE TUTTE 


MONTGOMERY, ALA. 




















+ the public will be greatly inter- 


the Federal Government, Chair- 
man Jesse Wolcott of Michigan 
informs this correspondent. As a 
result of sucha study the Com- 
mittee probably will offer legis- 


lation to clarify the status and 
purpose of the National Advisory 
Council on International Mone- 
tary and Financial Problems—the 
so-called NAC—which was creatéd 
by the Bretton Woods enabling 
act and which “coordinates” Amer- 
iean foreign loan policies and ac- |™ 
tivities. Mr. Wolcott intends to 
eliminate the exercise of any ad- 
ministrative functions .of -NAC 
which may have developed in 
practice. There seems to be more 
than a suspicion that the NAC has 
attempted to dictate to the Ex- 
port-Import Bank and Wolcott in- 
tends to get to the bottom of the 
matter. 

In view of the secretiveness with 
which the NAC operates, a policy 
for which the State Department 
seems to be especially responsible, 


ested in the study which Repre- 
sentative Wolcott has in mind. 





ST. LOUIS 








Lime Cola 


Bought— - 
Sold—Quoted 





Copy of Prospectus on request 


THORNTON, MOHR 











BE: ill 


Boston & Maine RR. 


Prior Preferred 





Circular on Request 


Walter J. Connolly & Co., Inc. 


24 Federal Street, Boston 10 





& COMPANY 
Montgomery, Alabama 
Telephone Teletype 
3-6696 L. D. 53 MG 84 
PHILADELPHIA 





Colorado Milling and Elev. Co. 
The Gruen Watch Company 

Northern Indiana Public Service 
Memos on. Request 


BUCKLEY BROTHERS 


Members New York, Philadelphia and 
Los Angeles Stock Exchanges 
Also. Member of 
New York Curb Exchange 


1420 Walnut Street, Philadelphia 2 








New York Los Angeles 
Tel. Hubbard 3790 Tele. BS 128 ee h, Pa. Hagerstown, Md. 
N.Y elephone—WHitehall 3-7253 
a Private Ang bs gu between 
ade . New York and Los Ange 
DES MOINES 7 sith 


WHEELOCK & CUMMINS 


INCORPORATED 





Continuing Interest in 


lowa Power & Light Co. 


Preferred Stock 


Meredith Publishing Co. 


Common Stock 


3.30% 


UITABLE BUILDING | 
D S MOINES 9, IOWA 
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Indirect Benefits 
Service Charges to Banks 


By LELAND J. PRITCHARD 
Associate Professor ‘of Finance, University of: Kansas 


Dr.-Pritchard contends if service charges on deposit accounts were dn 
continued, banks would -suffer.a greater loss -than the 4% of their 
total operating income estimated to come from this 
source. Sees discontinuance of service charges as 
inducing a substantial withdrawal of deposit .ac- 
counts, thereby necessitating sale by ‘banks of a 
considerable volume of their earning assets. ‘Esti- 
mates this loss in operating income as over one 
and one-half times-greater than direct loss arising 
from a discontinuance of service charges. 


This article is an attempt to appraise the sig- 
nificance of bank, service charges on deposit 
accounts to member banks . during the first six 
months of 1946. The analysis is' confined to this 
period and to these banks because of the limita- 
tions imposed by available statistical materials. 
Before beginning a discussion of the indirect 
benefits or effects of these service charges it 
seems advisable to define the precise meaning 
which it is here intended that this term convey. By indirect effects 
are meant those changes in the costs and revenues of banks (other 
than the revenue obtained from the service charge itself) which 
would accompany the elimination of the service charge on demand 


deposit accounts. 


small rural banks predominate, 


few years. 








~~) 
L. I Pritchard 


There has been a plethora of articles discussing various aspects 
of this service:charge, but a singular failure in these articles to take 
cognizance of these.collateral effects on the earnings and expenses 
of banks. Undoubtedly this omission has been prompted ‘to a con- 
siderable extent by -the difficulty of making reasonably accurate 
estimates of these effects. The difficulty of the problem is not, how- 
ever, a justifiable reason for ignoring it. In terms of intelligent bank 
administration an estimate,.even if it can only be’a véry rough esti- 
mate, is better than no estimate at all. — 

The. statistics on. the sources and’amounts of operating income 
of member banks during the first six months of 1946 which are given 
in the November. issue-of the “Federal Reserve BuHetin” reveal that 
approximately 4% of total current operating income is directly at- 
tributable to the earnings from this service charge..Other sources 
of information indicate that this percentage tends to be -larger for 
the more.rural areas, and larger for the small as compared with the 
large banks. Data which the writer has compiled.on Kansas, where 
indicate this service charge has 
accounted for appreximately 8% of operating income during the last 


(Continued on page 898) 





Hannegan Says 
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who is Chair- 
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National 
Democratic 
Com mittee, 
indirectly an- 
nounced the 
purpose of 
Democratic 
Party leaders 
to renominate 
President 
Truman for a 
second term, 
After extoll- 
ing accom- 
plishments of 
the: Adminis- 
tration .in the two years follow- 
ing end of hostilities, Mr. Hanne- 
gan made-his stand known in the 
following remarks: 


Two years-ago, Harry S. Tru- 
man became President of the 
United States. 

He was a man of proved abili- 
ties. Through his ten years in the 
United States Senate, he had 
shown consistently sound judg- 
ment. But above all else, Harry 
Truman had in him a granite 
courage and the quiet quality of 
goodwill. 

This he possessed—and this he 
has retained. 

To those overwhelming .respon- 
sibilities that suddenly descended 
on him in April of 1945, he ap- 
plied himself with a level-headed 
wisdom that was already known 
to us, with .courage and deter- 
mination, and with a cooperative 
spirit towards his fellow citizens. 


Robert E. Hannegan 























Kellogg, Idaho and Yakima, Wn. 





You may recall that at.the time 


“We Shall March 
On With President Truman” 


In address in New York-City he lauds policies and accomplishments 
of the President and states we are ready to call upon him again 
“tas the man who-has proved himself fit for the job.” 


At a testimonial dinner given him in New York City on Feb. 6 
by the Postal Supervisors of New York, Postmaster General Robert 











he took over as President, there 
was a great buzz of speculation. 


'|Would Truman go to the right? 


Would he go to the left? Would 
he travel a middle course? 

These were shallow questions, 
raised by shallow minds. The 
facile bandying about of such 
over-simplified labels showed how 
little these questioners understood 
the man who had become Presi- 
dent. 

For with Harry. Truman, it was 
never a question of “right” or 
“left.” As he saw his responsi- 
bility then, as he sees it now, his 
choice lies not between right and 
left,- but only between right and 
wrong. From the course that is 
best for America as he sees it— 
and that is the only “right” that 
Harry Truman knows — he has 
never deviated. And he never 
will. 

Immediately after assuming the 
Presidency, he was confronted 
with an important decision — the 
use, in war, of the atom bomb. 
But the lives of hundreds of theu- 
sands of American boys were at 
stake. And*Harry Truman did not 
hesitate a moment in his decision. 

On the night that Harry Tru- 
man took’ his oath, he told Amer- 
ica that the San Francisco Confer- 
ence to a adopt a United Nations 
charter would be held on schedule. 

And from that time on, the story 
of world peace was a story of 
personal courage, of integrity, ° 
statesmanship on the part of Pres- 
ident Truman. 

Three months after ‘he became 

(Continued on page 887) 
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‘The Blocked Sterling Balances Problems of Distribution in 1947 


By PAUL EINZIG 


Dr. Einzig notes British opinion regardmg Sterling balances as 
divided, ranging from outright repudiation to repayment im British 
goods. Foresees deadlock in negotiations for settlement with new 
Indian Government, which opposes any reduction in amount of pay- 


ment due. 


| 

The arrival of a British financial mission in New Delhi to negoti-'| 

ate with the new Government of India the funding of the Sterling bal- 
ances held by © 


India amount- 
ing to some 
£1,400,000,- 
000, aroused 
fresh interest 
in ~ Britain in 
the problem 
of those bal- 
ances. British 
opinion may 
be divided in- 
to the follow- 
ing schools of 
thought: 

(1) The re- 
pudiationist 
school. There 
is a wide- 
spread feeling that Britain is 
morally entitled to repudiate any 
external liability arising from the 
war. Some of those holding this 
view believe that it would be ex- 
pedient to await the first major 
crisis that would conclusively 
prove to the world Britain's in- 
ability to pay the £3,500,000.000 
of wartime Sterling balances. 
Others hold the view that Brit- 
ain’s inability to pay is quite ob- 
vious, and that by repudiating the 
debt the major crisis could be 








Dr. Paul Ejinzig 








avoided. It is widely believed that 
a wholesale repudiation would 


meet with general approval both | | 


in the United States and in Rus- 
sia, The United States would ap- 
prove because Lend-Lease claims 


have been virtually cancelled and |: 


it would be considered unfair if 
other creditors of Britain received 
more favorable treatment. Russia 


would approve because the Soviet | | 


Government itself has refused 


even to discuss the repayment of | } 
liabilities of the || 


any financial 
U.S.S.R. incurred during the war. 


(2) The token payment school. 
In some quarters there is a feel- 
ing that a unilateral act of repu- 
diation ought to be avoided if pos- 
sible, at the cost of token pay- 
ments to creditor countries. If 
these countries realize: that Brit- 
ain is determined to repudiate 
they might be prepared to accept 
a token payment in full settle- 
ment of their claims, on the 
ground that “it is better than 
nothing.” 


(3) The compromise 
Many people in official quarters, 
(Continued on page 889) 





Problems of Postwar 





Air Tran 


sportation 


By JOHN. H, FREDERICK* 


Professor of Transportation, University. of Maryland 


‘Although holdimg it cannot be stated exactly where ait transporta- 
tion is headed, Prof. Frederick points out inadequacy of airports 


and passenger and cargo handling facilities are handicapping 
operations. Holds airlines are not to be blamed for situation lead- ~ 


ing to accidents and looks for government aid in providing greater 
safety. Stresses public importance of airline industry. 


It is true that neither those directly concerned with airline 
management, nor those responsible for the regulation of air trans- 


portation, nor the general public,® 


can tell exactly where this indus- 
try is headed at the present time. 
However, the airlines themselves 
can not be blamed entirely for the 
present situation. They certainly 
can not be blamed for preparing 
themselves to handle a mass de- 
mand for their services. They may 
have been somewhat over-optimis- 
tic on the matter of general 
public acceptance, but several 
circumstances outside, although 
somewhat within their control 
have arisen*to create and com- 
plicate present airline problems. 

_ The first of these circumstances 
is concerned with airports. The 
airport is the basic facility of avia- 
tion just as the highway is the 
basic facility of automotive trans- 
portation, or harbor facilities are 
basic to water transportation. Yet, 
at the close of the War, not a 
single one of the airports being 





“Address by Dr. Frederick be- 
fore Annual Meeting of American 
Economic Association, Jan. 25,1947. 
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used in commercial air transporta- 
tion was adequate to even handle 
the traffic then passing through 
it. Therefore, as airlines increased 
the number of planes in operation, 
as they increased the number of 
schedules, as they obtained and 
put into operation larger equip- 
ment, airports became more and 
more inadequate. Airport inade- 
quacies are reflected in poor serv- 
ice to travelers and this in turn 
discourages some first-time users 
of airline facilities from using 
them as often as had been hoped. 


Airports are inadequate in at 
least three ways: (1) Number and 
size. As of Oct. 1, 1946, there were 

(Continued on page 890) 





school.’ 





By GEN. ROBERT E. WOOD* 


Chairman, Sears, Roebuck and Company 


Head of teading distributing firm looks for no disastrous price declines and maintains increased wages 
may be offset by greater productivity through more and better tools. Says buyers’ resistance will vary 
with different commodities and greater use will be made of durable consumer goods. Stresses popa- 
lation imcrease as favorable business factor and predicts, if free enterprise is allowed to function, 
we shall have little unemployment, large production and large retail sales for some time. 


Retail sales rise and fall with the income of the village, town or®. 


city, or surrounding trading territory. National retail sales vary with 


the rise and® 


fall of the na- 
tional imcome 
—Your guess 
is as good as 
mine about the 
1947 national 
income. Per- 
sonally, I am 
not as pessi- 
mistic as some 
of our 1946 
prophets have 
’ been. 

There will 
be, of course, 
many changes 
inthe distribu- 
tion of sales— 

and these, in turn, will depend on 
the variations of price. 


The so-called buyers’ strike in 
consumers’. goods has thus far 
been largely confined to items of 
luxury goods and women’s wear- 
ing apparel. In luxury items, such 
as fur coats, prices had gone so 
far out of line that buying resist- 
ance appeared first among the 
wealthy. The women’s garment 
industry is a notoriously volatile 
industry—a feast or a famine. 
Values in this industry had been 
inflated out of all reason. In the 
fall months of 1946 strong buying 
resistance developed, which, cou- 


Gen. R. E. Wood 


pled with unseasonable weather, |= 
broke ‘the markets and caused |. 


losses ‘to retailers. 


Sales in other lines are still at 
a ‘high level, and thus far show no 


signs of abatement. It is reasonable |} 


to suppose that as supply over- 
takes demand, line by line, prices 
will drop, real competition for 
sales begin, weaker and more in- 
efficient retailers may suffer some 
losses. 


No Disastrous Price Decline 


I believe this process will be 
gradual, will extend throughout 
the year, and probably into 1948. 
I do not believe it will be disas- 
trous. Some manufacturers and 
retailers may not make as great 
profits as in 1946, but their results 
should compare favorably with 
their best pre-war years. While 
their margins will narrow, they 
can make up some of it by gains 
in operating efficiency, and by 
better merchandising. With 58,- 
000,000 people employed at high 
wages and salaries, with the 
farmers of the country in the best 


condition they have been in in his- 





*An address by Gen. Wood be- 


fore the Chicago Association of |) 


Commerce and Industry, Chicago, 
Ill., Feb. 5, 1947. 
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tory, with ample cash reserves, 
tremendous latent purchasing 
power is present in the people, and 
buying will continue if prices do 
not go too high. 


| every 


| 
| 
| 
} 


| 


All revolves around the ques-| 


tion of prices and values. The 
three major items in the wage 
earners’. budget are food, clothing 
and rent. Food and _ clothing 
prices should decline in the next 
six months, rents may go up, but 
the weighted total of the three 
should show a decrease, which 
simply means more purchasing 
power for other types of goods. 


The question of price hinges 
greatly on the efficiency of labor 
and to a lesser extent, on the 
markup of manufacturer and re- 
tailer. High wages do not neces- 
sarily mean high costs. If more 
and better tools are supplied, giv- 
ing greater productivity per man, 
labor can get better wages, labor 
costs may not increase, and prices 
may not have to go up. 

But if, as in the building trades, 
no better tools are devised, yet 
Wages are doubled, and produc- 
tivity per man actually declines, 
costs will soard. This is the worst 
spot in our industrial picture. We 
have a tremendous need for more 








housing, for more construction in 
line—homes, hotels, fac- 
tories, office buildings. Construc- 
tion costs are more than double 
pre-war figures. While, in my 
opinion, labor is unjustly blamed 
in many lines for inefficiency and 
lack of productivity,. the major 
part of the blame for excessive 
building costs rests squarely on 
the shoulders of the building 
trades. In no other line of industry 
is there such a lack of improved 
tools and machinery, such restric- 
tions on output, such inefficiency 
and lack of productivity; and the 
greatest sufferer from these con- 
ditions is the wage earner and the 
man in the lower salary brackets. 


Buying Resistance Will Vary 


I believe that buying resistance 
will vary in the various lines in 
direct ratio to the increase in 
costs. In an index prepared on the 
different lines of merchandise 
carried in our catalog, showing a 
comparison between the fall of 
1939 and the spring of 1946, in- 
creases varied between 61% and 
126%. Those with the greatest 
percent of increase will probably 
be.the first to experience buying 
resistance this fall. It is only fair 
to take into consideration the de- 
creased purchasing value of the 

(Continued on page 899) 
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Public Utility Securities 














Northwestern Public Service 


One of the relatively few negotiated utility deals was scheduled 


to make its appearance earlier this 


week. First Boston Corp. planned 


to offer 26,000 shares of 442% preferred stock of Northwestern Public 
Service Company and 410,000 shares of common stock. It is under- 
stood that the latter would be offered at 13%. 


The company’s estimated pro 


forma earnings per share on the 





common stock in 1946 were $1.34 


on which basis the stock is being | 
marketed at about 10 times earn- 
ings. This compares with a recent) 
average of 13.9 for a large num- | 
ber of electric-gas operating com-| 
panies. Based on the indicated | 
dividend rate of 90c (about 67% 
of earnings) the yield would be 
667%. This yield compares with 
the general average of 5%. Only| 
a few stocks such as Birmingham | 
Flectric, Puget Sound Power &| 
Light, South Carolina Electric &| 
Gas, etc. offer similar yields. 

Northwestern Public Service’ 
was formerly controlled by Mid- 
die West Corp. through North 
West. Utilities Company. The lat- 
ter company owned all of the com- 
mon stock until the purchase by 
Bear, Stearns & Co., in March, 
1946. Of the present offering, 
300,000 shares (all the stock now 
outstanding) are being sold by 
Bear Stearns through the First 
Boston group, and 110,000 shares 
are being sold by the company. 
Bear Stearns & Co. will contribute 
whatever cash is necessary so that 
the proceeds to the company from 
the sale of 110,000 shares (before 
expenses) plus such contributions 
will aggregate $1,725,000. The 
preferred stock is being offered in 
exchange for the old 6% and 7% 
preferred issues, with unexchanged 
stock underwritten, and any re- 
maining old preferred will be 
ealled at $110. A cash exchange 
adjustment to holders of the old 
preferred will be made—the dif- 
ference between call price and of- 
fering price, with dividend adjust- | 
ments, 

The capital structure on com- 
pletion of the financing will be 
48% funded debt, 24% preferred 
stock and 27% common stock) 
equity. The plant account is car- 
ried at original cost of $12,729,660 
plus plant acquisition adjustments 
(being amortized) of $704,167. De- 
preciation reserve is $2,498,893, 
leaving net plant account of $10,- 
934,934. Funded--debt and pre- 
ferred stock are 72% of net plant 
account. Depreciation is 20% of 
original plant cost, and the annual 


provision is about 2.5% of.such 
amount. 
Common stock earnings on a' 





pro forma basis would have been 

as follows in recent years: 

12 months ended 11/30/46___$1.26€ 
Calendar Year— 


UN se ccheh het eek sad depen orenitciith dines os obes'en 1.12 
EE Gd Sawa sdoscabbubdanss 1.00 
BIEN tol <c <2 <eBiiiclinbhiiihy micbctidieaibtiiuil = 0.93 
DEE KiihicDimndiwudttbpoe sos 0.84 
SUID ich olathe gli olihonedilh david phos wie 0.83 


The company’s revenues are 
about 69% electric, 22% natural 
gas and 9% manufactured gas and 
steam heating. Electric revenues 
are about 38% residential and 46% 
commercial; gas 73% residential 
and space heating, and 25% com- 
mercial and industrial. Industrial 
sales account for only about 6% 
of electric revenues and 7% of 
gas. All of the company’s power is 
generated by itself, but natural gas 
is purchased from Kansas-Nebras- 
ka Natural Gas Co. 

The territory served with elec- 
tricity is largely farm area and 
there are a few industrial plants 
except for meat packing and grain 
elevators. The electric service area 
covers some 14 counties in South 
Dakota. 

Rates for residential service 
averaged 3.85c in the 12 months 
ended Nov. 30 and there was a 
moderate rate reduction last May. 
The franchise situation is said to 


be in good shape with substantial- 
ly all franchises in the larger.com- 
munities having 14 to 17 years to 
run. Gas franchises mature in 
1953-65 except for Aberdeen’s 
which is perpetual. The states of 
South Dakota and Nebraska do 
not have Commission regulation 
of rates (except that the Nebraska 
Railway Commission can regulate 
rates in rural areas). In each state 
municipal corporations have the 
power to fix rates. 





With Saunders, Stiver Co. 


(Special to THe FINANCIAL CHRONICLE) 

CLEVELAND, OHIO — Robert 
C. Jones has become associated 
with Saunders, Stiver & Co., Ter- 
minal Tower Building, members 
of the Cleveland Stock Exchange. 








Trading Markets in Common Stocks 





*Bates Manufacturing Co. 
Bausch & Lomb Optical Co. 
*Crowell-Collier 

*Foremost Dairies 


Liberty Aircraft Products 
Rockwell Manufacturing Co. 
*Tennessee Gas & Transmission 

U. S, Potash 


*Prospectus on Request 


PAINE, Wepper. Jackson & Curtis 


ESTABLISHED 1879 













American Gas & Power 
3-5s & 3.6s, 1953 


Central Public Utility 542s, 1952 
Portland Electric Power 6s, 1950 








GILBERT J. POSTLEY & Co. 


29 BROADWAY, NEW YORK 6, N. ¥. 
Direct Wire to Chicago 


Werle Chairman of 
New York Gurb Exch. 


Edward C. Werle, Johnson & 
Wood, was elected Chairman of 
the board of governors of the New 
York Curb Exchange for the en- 
suing year at the annual election 
held by exchange members. 

Vice-Chairman of the board 
during the past 12 months, Mr. 
Werle succeeds Edwin Posner, 
Andrews, Posner & Rothschild, 
who has served as Chairman and 
President pro tem of the ex- 
change since February, 1945. Mr. 
Posner continues as a member of 
the governing board. 

Francis Adams Truslow, New 
York attorney recently elected to 
the Presidency of the Curb Ex- 
change, will assume that office on 
March 1. He is a member of the 
law firm of Reed, Truslow, Crane 
& deGive. 

In addition to Mr. Posner, Ed- 
ward J. Bowler, Carl F. Cushing 
of W. E. Burnet & Co., James R. 
Dyer of Dates & Dyer, and Mor- 
ton Wohlgemuth of Ernst & Co. 
were elected Class A governors 
of the exchange for three-year 
term. Mr. Bowler is a new mem- 
ber of the board. Mr. Cushing, 
who joined the board last year to 
fill a vacancy, Mr. Dyer and Mr. 
Wohlgemuth were reelected. 

Franklyn B. Boutelle of Burton, 
Cluett & Dana, Edward J. Cohan 
of Pershing & Co., Benjamin H. 
Van Keegan of Frank C. Master- 
son & Co., and Claude F. Leaman 
of Hemphill, Noyes & Co. were 
elected Class B governors to serve 
three years. 

E. R. McCormick was reelected 
a trustee of the gratuity fund of 
the Curb Exchange for a three- 
year term. 

Mr. Werle has been a member 
of the Curb Exchange since July, 
1940, and a governor for the past 
three years, and is also a director 
of the New York Curb Exchange 
Realty Associates, Inc. During the 
past year he has served as Chair- 
man of the general committee on 
transactions and the stock trans- 
action committee and as a mem- 
ber of the executive, finance and 
arbitration committees of the ex- 
change. 

Beginning his Wall Street career 
in 1919 as a page boy on the floor 
of the New York Stock Exchange, 
the new Curb Chairman joined 
the employ of Johnson & Wood 
in 1923. In 1928 he was appointed 
a salaried market employee for 
Aymar Johnson of Johnson & 
Wood and represented the firm 
on the floor of the New York 
Curb Exchange in that capacity 
until he acquired his Curb mem- 
bership in 1940 and became a 
partner in the firm. 

The new board of governors 
held its organization meeting 
Tuesday for the purpose of elect- 
ing a Vice-Chairman, naming 
standing committees and reap- 
pointing officials of the exchange. 


J. A. Ritchie & Go, Adds 
Lussey to Staff 


J. A. Ritchie & Co. Inc., 70 Pine 
Street, New York City, bank con- 
sultants, announce that Harry W. 
Lussey has become associated with 
the firm as Manager of its gov- 
ernment bond department. Mr. 
Lussey will specialize as consul- 
tant in government bond portfolio 
management and in tax problems 
as they relate to such manage- 
ment. He was formerly Assistant 
Secretary of Manufacturers Trust 
Co. Spanier cee Analysis Divi- 
sion). 








With Bankers Bond & 
Securities 

(Special to Tae Frnanctat CHRONICLE) 

HANNIBAL, MO. — Albert W. 
Pettibone has become associated 
with Bankers Bond & Securities 
Co., B. & L. Building. Mr. Petti- 
bone was formerly with St. Louis 





Union Trust Co. 


Secretary of 


aanual -ap- 
praisal of re- 
sults of the 
past and of 
prospects for 
the future 
have found 
the answer 
pleasing in 
both respects. 

It seems to 
me this is a 
good time for 
us to take an 
inventory of 
our national 
situation. May 
I point out to- 
day some of the assets of our 
economy as we enter this year 
1947. 

President Truman jn transmit- 
ting the report of his Council of 
Economic Advisers to the Con- 
gress, said: 

“As the year 1947 opens, Amer- 
ica has never been so strong or 
so prosperous. Nor have our pros- 
pects ever been brighter. 

“Yet in the minds of a great 





John W. Snyder 





*An address by Secretary Sny- 
der at a luncheon meeting of the 
San Francisco Chamber of Co~- 
merce, San Francisco, Cal., Feb. 10, 


Asserting there is no need for fear of another depression, Secretary 
Snyder contends present situation is safer than in 1929. Lists as 
bulwarks protecting our economy: (1) prevention of collapse of 
farm prices; (2) unemploynient insurance; (3) Federal deposit 
insurance; (4) SEC regulations; (5) accumulated savings of 
people; and (6) record-breaking foreign demand for our goods. 
Favors reduction of national debt rather than major tax cuts. 


The past few weeks have been a period of inventory-taking for 
business and industry. I trust that those of you who have been en- 


An Inventory of Our Situation 


By HON. JOHN W. SNYDER* 


the Treasury 








1947, 


gaged in this®— 


many there is a fear of another 
depression, the loss of our jobs, 
our farms, our businesses. 

“But America was not built on 
fear. America was built on cour- 
age, on imagination, and an un- 
beatable determination to do the 
job at hand.” 

There is no need for unreason- 
ing fear today. 1947 is not 1929. 
To recognize this fact, we have 
only to prod our memories a 
little, to recall some of the first 
symptoms, the causes, the mani- 
festations of the depression of the 
late ’20’s and early ’30’s. 

In those unhappy days, there 
was the collapse of farm incomes, 
which led to fading demand for 
goods, resulting in slowdowns in 
production and employment, Con- 
sumer buying was reduced fur- 
ther and further. In those days 
we had a collapse of the specula- 
tive securities with the demor- 
alizing collapse of the banking 
system. 

Today, however, not only farm 
income, but our national income 
and our productive level are at 
the highest ever achieved in 
peacetime. Employment is at an 
unprecedented level. Ovr bank- 
ing system has never. been 
stronger; speculation on borrowed 


(Continued on page 895) 





Are Americans Too Gold-Minded? 


TWO BRITISH AND U. S. 


Continuing trans-Atlantic controversy, W. Craven-Ellis charges 
U. S. now repeats, with greater intensity, our 1929 mistakes, which 
will again reflect on gold standard system. Doubts organic relation 
between totalitarianism and exchange controls. Denies four billion 
sterling balances held abroad constitute monetary inflation. In 
reply Philip Cortney denies U. S. mismanaged gold: standard in 
1920’s; insists we do not practice exchange control in any form; 
holds gold needed only to settle unbalances; and predicts continu- 
ing American trend toward trade multilateralism. 


In the following communications W. Craven-Ellis, British mone- 


AUTHORITIES DISAGREE 


tary authority, and Philip Cortney, ecenomist and President of 
Coty Inc. of New York City, continue their colloquy concerning the 
theories of Lord Keynes and the function of gold. Their previous 
letters appeared in the “Chroncile” of July 4 and Dec. 12. 


24th Jan., 1947. 
Philip Cortney, Esq., 
Coty, 
730 Fifth Avenue, 
New York, N. Y. 


Dear Mr. Cortney: 

It was a great pleasure to me to 
receive your letter of Nov. 26 in 
reply to my letter of the 12th 
August last. I fully appreciate the 
reasons which were responsible 
for the delay in hearing from 
you. 

I have come to the conclusion 
after carefully studying our cor- 
respondence and reading the two 
pamphlets which you have kind- 
ly sent to me that you, like so 
many Americans, are so. gold 
minded you are quite unable to 
understand or appreciate the sig- 
nificance of any monetary and 
financial system which is not 
founded upon gold. You refer to 
Professor R. F. Harrod. He has 
been a personal friend of mine for 
a long time and at my request 
addressed the Parliamentary and 
Monetary Committee in the House 
of Commons, of which I was 
Chairman, on more than one oc- 
casion, although I differ from 





LETTER FROM CRAVEN-ELLIS 





London, © 


ments. British Economists are as 
diverse in their opinions as are 
American Economists. With the 
greatest respect I hold the view 
that you and others who fought 
for the British loan and for the 
International Monetary Fund did 
a great disservice to this country. 
Due largely to the monetary 
mechanism adopted by America 
the loan today is of substantially 
less value to Britain than it wae 
at the time it was granted. It is a 
pity that no one who took part in 
the negotiations ever thought of 
the idea that, as the loan was to 
be made use of over a long period 
it should be stipulated that the 
number of dollars placed at Brit- 
ain’s disposal should have the 
same purchasing power when 
drawn upon as on the date that 
the loan was approved. With the 
knowledge and experience of what 
happened after a settlement was 
arrived at on the loan create 

during world war number one it 
was unfortunate that such a vital 
point was overlooked. 


Charges Inflexible Attitude 


From your point of view your 
essay on “The Economic and Polit- 





many of his economic pronounce- 


(Continued on page 894) . 
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No Time for Selling Stocks 
By ROGER W. BABSON 


Mr. Babson cites 10 reasons why present is no time to sell stocks 
which are paid for and held for income. Says brute force in setfle- 
ment of political and labor disputes is frightening investors. 


I advance the following 10 reasons as to why this is no time to 
sell stocks which are paid for and held for income. 


1. The huge ® 


ameunt of 
available mo- 
ney in circu- 
lation. This 
has increased 
from $7 bil- 
lions in 1940 
to $28 billions 
in 1947. It 
‘seems as if 
more of this 
would becom- 
ing into the 
stock market. 
2 Only 
small amounts 
of listed stocks 
are outstand- 
ing, no more than in 1940. Hence, 
any concerted buying would send 
up prices. 

3. Comparatively little specula- 
tion is now going on in stocks. 
In 1929 the stock transactions on 
the N. Y. Stock Exchange equaled 
the total National Income, but in 
1946 these transactions were less 
than 20% of the total National 
Income. 

4. Purchases now are possible 
only for 75% cash. This keeps 
weak people out of the market 
and theoretically should prevent 
too severe market breaks. 

5. Banks now pay no interest 
on checking accounts and only 
1% to 142% on savings accounts; 
while governments average less 
than 214%. Hence, to get from 
3% to 4% one must buy stocks. 
This should tend to stabilize safe 
income-paying stocks. 

6. The monthly purchases by 
investment companies amounting 
to $50,;000;000 should be a market 
stabilizer. This, however, is only 
about 5% of the total monthly 
N. Y. Stock Exchange transac- 
tions. 


7. Corporations whose securities 
are listed on the N. Y. Stock Ex- 
change have the greatest cash re- 
serves in their history — huge 
sums. Many have also large back- 
logs of unfilled consumer orders. 

8. Wage increases will give the 
masses more spending money. 
This especially should help mer- 
chandising companies. 


9. President Truman can balance 
the Federal Budget in 1947-48 if 
he so desires and could also re- 
duce taxes. This should stabilize 
the markets and restore much 
confidence. The only uncertainty 
would be a severe drought or a 
very bad foreign situation. 


10. The improved political out- 
look: The new Congress is deter- 
mined to reduce expenses, cut in- 
come taxes, and amend the labor 
laws to treat fairly all interests. 
There may never be a real solu- 
tion to the labor problem; but 
Congress can very much improve 
the present unfair situation. 


Roger W. Babson 


Conclusions 
Considering these 10 reasons for 
higher stock prices, why does the 
market continue to drift around? 
Why are people now timid to buy 








for permanent investment and in- 
come? Millions would be content 
with a fair rate of interest with 
safety, irrespective of whether the 
market goes up or down, were 
it not for some hidden reason 
which I now will explain. 


Strikes—Communism—Morals 


We have witnessed the use of 
old-fashioned brute force in the 
settlement of political and labor 
disputes. It is this revived use 
of force, now apparent all over 
the world, which is frightening 
investors. Even Communism—as 
an economic philosophy — might 
not be feared if the Communists 
were willing to leave the ques- 
tion to the free vote of the peo- 
ple. But they use force. In fact, 
Communism is merely enforced 
Socialism, the same as Fascism is 
enforced Capitalism. Russians 
blame me for talking about the 
possibilities of World War III and 
questioning the success of the 
United Nations; but if labor, man- 
agement and politicians cannot 
get along in this country peace- 
fully, and leave decisions to the 
courts, how can we expect over 
50 different races to unite and 
do so? 

“Juvenile delinquency,” which 
really should be known as paren- 
tal deliquency, is undermining 
confidence. Parents are respon- 
sible for the filthy picture shows, 
with their jungle dances; and low 
stuff that was not even allowed 
in saloons a decade ago. We pa- 
rents are responsible for the bad 
radio programs from which our 
children learn of the underworld 
doings of gangsters, cowboys and 
petty burglars. Even our maga- 
zines, in their stories and illus- 
trations, appear to be lowering 
their standards by featuring 
drinking, carousing and the like. 
»Modern “art®’ does |not bother 
me, but with “sensible” people 
buying such crazy pictures it is 
not surprising that too many con- 
servative investors are bearish on 
everything! 

—_—_—_—_—_—K—waeESE 

Jacques Gelardin Dead 

Bache & Co. announced this 
morning the death of Jacques Ge- 
lardin, who for many years served 
as the firm’s representative in 
Egypt and the Near East and who 
for the past six years was associ- 
ated with the firm’s New York 
office. 

Death occurred on Feb. 8 while 
Mr. Gelardin was vacationing in 
Florida. 


With Otis & Co. 


(Special to Tae FINANCIAL CHRONICLE) 

CLEVELAND, OHIO — William 
S. Pampel has become associated 
with Otis & Co., Terminal Tower. 
Mr. Pampel was formerly with 
Ball, Burge & Kraus and was con- 
nected with the Ohio State Divi- 
sion of Securities. 








NEW YORK 
41 Broad Street 





We are pleased to announce that 


MR. MAX C. IBERS 
(New Orleans) 
and 
MR. FREDERIC A. PAKAS 
(New York) 
are now associated with us 
and that we have installed a direct wire between our 
New York and New Orleans offices. | 


T. J. FEIBLEMAN & COMPANY 


Members New Orleans Stock Exchange 


NEW ORLEANS 
Richards Arcade Bidg. 








——— 


Swedish Theory of Unused Resources 


By BERTIL OHLIN* 


Professor of Economics, University of Stockholm 


Professor Ohlin traces Swedish theory concerning savings, investment, and employment. Points out, 
though theory holds savings and investment are equal, planned savings and planned investment, which, 
also affect prices, profits, wages and employment are not equal. Stresses psychological factors in busi- 
ness cycle and belittles effects of money supply changes on both savings or investment. Denies sav- 
ings affect credit, but asserts interest rate is prime factor in investment. Holds, lower wages can lead 


to increased employment, while reduced interest rates and profits may cause unemployment. 
deficit financing, when not reducing private investment, is important in anti-depression policy. 


Says 


I hope I am not disappointing too many of you if I make the present lecture—as 
well as the following one—a rather technical one. It is my intention to turn afterwards 
to some more practical applications and considerations relative to the present situation. 


Itis impossible ¢ 
in a single, 
lecture to at- 
tempt to-sum- 
marizeatheory 
about unused 
resources, but 
I shall try to 
present those 
parts of the 
Swedish theo- 
ry which seem 
to be most 
relevant for 
economic poli- 
c 





y. 

I think one 
can make the 
distinction be- 
tween those changes in the em- 
ployment of labor and other 
resources that are connected with 
variations in the aggregate de- 
mand, variations in the aggre- 


Dr. Bertil Ohlin 





*Transcript by “the Chronicle” 
of the second lecture by Dr. Bertil 
Ohlin, of the 1947 series of Julius 
Beer lectures on “The Problem of 
Employment. Stabilization” a t 





Columbia University, Feb. 5, 1947. 





gate demand for goods and serv- 
ices in terms of money, and those 
other. changes in employment 
which may occur, even if the ag- 
gregate demand for goods and 
services does not change. It is 
true that this is a distinction that 
is made only for the purpose of 
presentation and that no sharp 
cleavage is possible, but I think 
it is useful to make the distinction 
nevertheless. 


Let me begin with the former 
aspect of the  problem—the 
changes in employment connected 
with variations in the total de- 
mand for goods and services. This 
part of the theory had not been 
so much analyzed in the 1920’s as 
the other part, which could be 
studied in the more static theory. 
When the depression came in the 
1930’s, what we needed was em- 
phasis on the former part—the 
changes in employment connected 
with the variations in aggregate 
demand, 


In Sweden the study of this 
problem had a natural starting 
point: the theory developed by 





isfy many such dealers 


ment, you need only 


It’s a Dealers’ 


Market place 


RINGING buyers and sellers together is 
typical of our many dealer services de- 
signed to build mutually profitable business. 
Our broad familiarity with market situations 
in active and inactive issues enables us to sat- 
’ needs when the time 
is short and a customer is waiting. 
To discover your own possibilities for prof- 
itable business transactions under this arrange- 


your request for the all-out co-operation of 
our staff and facilities at any time. 


write, wire or ‘phone 





68 William Street 
NEW YORK 5 





R.W. Pressprich & Co. 


Telephone HAnover 2-1700 


201 Devonshire Street, BOSTON 10 
Members New York Stock Exchange 
GOVERNMENT, MUNICIPAL, 


PUBLIC UTILITY, INDUSTRIAL BONDS 
AND INVESTMENT STOCKS 


Teletype NY 1-993 


RAILROAD, 


Knud Wicksell. Wicksell was a 
peculiar man. He often put to 
himself the kind of . ques ions 
which many people thought a lit- 
tle naive. I think that was the re- 
action in many quarters in Scan- 
dinavia when  Wicksell | said, 
“Well, if the price of a certain 
commodity will go up when de- 
mand rises relative to supply, 
why should not the same thing be 
true if we take all commodities 
together? Why should not the 


| Same reasoning hold for the price 


of the aggregate supply?” 

He said, it is true we have been 
told by J. B. Say,: the French 
economist, that this is not so, but 


| maybe Say was wrong. He went 


on asking: “Why would total de- 
mand rise under given condi- 
tions of supply?” 


Wicksell’s Theory 


Wicksell found that the most 
natural explanation was that if 
people who invest will purchase 
capital goods or other goods for 


inventory for greater sums of 

money than what corresponds te 

what other people save, then, to 
(Continued on page 900) 





SCHENLEY DISTILLERS CORPORATION 

NOTE—From time to time, in this 

there will appear an advertisement which 

we hope will be of interest to our f. 

Americans. This is number 156 of a series. 
SCHENLEY DISTILLERS CORP. 


S.A. ..Salute! 


By MARK MERIT 











Twe armies, here, are busily en- 
gaged in recruiting. One, of course, 
is our U. S. Army which is enlist- 
ing men to serve in many places 
and in many lands, to help main- 
tain the dignity of our nation in 
this post-war period. And then 
there is another army—the Salva- 
tion Army. This army is “recruit- 
ing’’ too . . . not men but dollars, 
dimes, nickels and cents, so that 
it can carry on with some degree of 
adequacy, a noble work of an 
army which always fights on the 
right side. 

Here, in New York City’s five 
boroughs a committee represent- 
ing the Wine & Spirits Industry 
has been organized to help raise a 
million dollars among its members. 
The Salvation Army will need at 
least this amount to carry on, in 
this area, for this year of 1947. 


Part of the program to raise funds 
is the placement of a box on the 
counter of every package store and 
on the bar in every tavern in the 
Metropolitan Area. Ours is a con- 
vivial and a friendly industry. 
And may we respectfully suggest 
to those of our friendly readers 
who occasionally patronize a pack- 
age store, or who drop in at a 
tavern, that they drop “‘some- 
thing’”’ in that box bearing a most 
excellent label—the Salvation Army. 


Salute! 


FREE—96-PAGE BOOK~—Send a 

ard or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CORP., Dept. 
18A, 350 Fifth Ave., N.Y. 1, and you will 
receive a 96-page book containing reprints 














of earlier articles on various subjects. 
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CARTER H. CORBREY & CO. 


Member, National Association 
of Securities Dealers 


Wholesale Distributors 
Middle West — Pacific Coast 


For 
UNDERWRITERS 


SECONDARY MARKET 
DISTRIBUTION 


CHICAGO 3 LOS ANGELES 14 
135 S. LaSalle St. 650 S. Spring St. 


State 6502 Mietignn Sit 








We have an analysis of 
Showers 
Brothers Co. 


COMMON 
Copies on request 


CASWELL & CO. 


120 South La Salle Street 


CHICAGO 3, ILL. 
Tele. CG 1122 Phone Central 5690 
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— TRADING MARKETS — 
Natrine Candy Co. 


Common 
Prospectus on request 


Lear Inc. 


Common 











William A.Fuller&Co. 


Members of Chicago Stock Exchange 
209 S. LaSalle Street: Chicago 4 
Tel. Dearborn 5600 Tele. CG 146 




















NEW YORK 
MARKETS 


for the 


MIDWEST 
STRAUSS BROS. 


Members New York Security Dealers Ass’n 
Members Illinois Securities Dealers Ass’n 


Board of Trade Bldg., Chicago 4 
Telephone: Harrison 2075 


Teletype CG 129 
Direct Wire to New York Office 





Colorado Milling & Elev., Com. 
*Trailmobile Co., Com. 
*Jessop Steel, Pfd. 
*Seismograph Service Corp.,Com. 


*Prospectus Available on Request. 


Paal H.Davis & Go. 


Established 1916 


Members Principal Stock Exchanges 
Chicago Board of Trade 


10 So. La Salle St., Chicago 3 


Tel. Franklin 8622 Teletype CG 405 
Indianapolis, Ind. - Rockford, III. 


Cleveland, Ohio . 














Frep. W. FAIRMAN CO. 


Central Public 
Utility 
514’s of ’52 


Write for our Brochure 
analyzing these Bonds. 


208 SOUTH LA SALLE ST. 
CHICAGO 4, ILLINOIS 
Telephone Randolph 4068 
Direct Private Wire to New York 
Bell System CG 6387 














| Dealer-Broker Investment 
|) Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 
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ton & Co., 61 Breadway, New 


York 6, N. Y. 





Aviation Bulletin — Containing 
earnings, news prices, comment | 
and general market opinion—John 
H. Lewis & Co., 14 Wall Street, 
New York 5, N. Y. 





Bargain Counter—Latest issue 
of “Geared to the News” Bulletin 
Service emphasizes the relative 
cheapness of over-the-counter se- 
curities as a consequence of the 
recent sharp rise in the listed 
market—Strauss Bros. Inc., 32 
Broadway, New York 4, N. Y. 





Dividend Paying Common 
Stocks—Selected list of common 
stocks selling between $10 and 
$20—Newburger, Loeb & Co., 15 
Broad Street, New York 5, N. Y. 





Esky-Pads—Memorandum pad 
with the Varga girl on the cover— 
B. S. Lichtenstein & Co., 99 Wall 
Street, New York 5, N. Y. 





Fire Insurance Stocks Are At- 
tractive — Memorandum — 
Mackubin, Legg & Co., 22 Light 
Street, Baltimore 3, Md. 





Government Bond Portfolios 
and Sources of Income — Break- 
down for 19 New York City Bank 
Stocks 1946 — Laird, Bissell & 
Meeds, 120 Broadway, New York 
3, N.Y. 





1947 Outlook for Airline Com- 
panies Postwar competitive 
problems, favorable and unfavor- 
able factors in the outlook, etce.— 
E. W. Axe & Co., Inc., The Tarry- 
town Press, P. O. Box 157, Tarry- 
town, N. Y.—paper—50¢ (25¢ to 
public libraries and non-profit in- 
stitutions). 





Radio-Television-Record Com- 
pany — Report on company with 
interesting prospects — L. H. 
Wright Company, 135 Broadway, 
New York 6, N. Y. 





Railroad Income Bonds 
Memorandum discussing attrac- 
tive possibilities—Vilas & Hickey, 
49 Wall Street, New York 5, N. Y. 

Also available is a leaflet of 
Railroad Developments of the 
Week and a list of public utility 
bonds giving call, first drop, price 
and yield. 





Railroad Information, A Year- 
Book — Eastern Railroad Presi- 
dents Conference, 143 Liberty 
Street, New York 6, N. Y. 





Strong Bidders for Peacetime 
Profits—Memorandum on Jessop 
Steel Co.; Federal Electric Co.: 
and Globe American Corp. 
Kneeland & Co., Board of Trade 
Building, Chicago 4, III. 





United States Government Se- 





Aircraft Manufacturers Outlook | 
—Study in “Fortnightly Market | 
and Business Survey”—E. F. Hut- | 





curities and the Money Market— 
Review of 1946 and outlook for 


1947—Bankers Trust Company, 16 
Wall Street, New York 5, N. Y. 





Aetna Standard Engineering Co. 
— Late circular — Luckhurst & 
Company, Inc., 40 Exchange Place, 
New York 5, N. Y. 

Also available are circulars on 
Buda Company, Kearney & 
Trecker Corp. and the Fresnillo 
Company. 





Aetna Standard Engineering Co. 
—Analysis—Edward D. Jones & 
Co., 300 North Fourth Street, St. 
Louis 2, Mo. 





Argo Oil Corporation—Descrip- 
tive circular—Seligman, Lubetkin 
& Co., Inc., 41 Broad Street, New 
York 4, N. Y. 

Also available are circulars on 
Wellman Engineering; Fashion 
Park, Inc.; Upson Co.; and Osgood 
Co. 





Aspinook Corporation—Circular 
—Ward & Co., 120 Broadway, 
New York 5, N. Y. 

Also available are memoranda 
on W. L. Douglas Shee Co.; Hart- 
ford Empire; Lanova Corp.; Mo- 
hawk Rubber; and Taylor Whart- 
on Iron & Steel; Purolator Prod- 
ucts; Upson Corp.: Alabama Mills; 
Diebold, Inc.; Pfaudler Corp.; 
United Artists. 





Bausch & Lomb—Memorandum 
—J. G. White & Co., Inc., 37 Wall 
Street, New York 5, N. Y. 


Boston & Maine Railroad — 
Circular — Walter J. Connolly & 
as 24 Federal Street, Boston 10, 

ass. 








Central Public Utility 5'%s 
of ’52 and Consolidated Electric 
and Gas Pfd. — Comprehensive 
study and analysis in brochure 
form—Fred W. Fairman & Co., 
208 South La Salle Street, Chi- 
cago 4, Ill. 





Colorado Milling and Elev. Co. 
—Memorandum—Buckley Broth- 
ers, 1420 Walnut Street, Philadel- 
phia 2, Pa. 

Also available are memoranda 
on the Gruen Watch Co. and 
International Detrola 





D. L. & W. — Lackawanna RR. 
of New Jersey — Analysis — B. 
W. Pizzini & Co., 25 Broad Street, 
New York 4, N. Y. 





Foremost Dairies, Inc.—Detailed 
memorandum—Cohu & Torrey, 1 
Wall Street, New York 5, N. Y. 





Greyhound Corp. — Circular— 
Hicks & Price, 231 South La Salle 
Street, Chicago 4, Ill. 

Also available are circulars on 
American Bank Note Co. and The 
Muter Co. 





Grinnell Corp.—Research item 
—Goodbody & Co., 115 Broadway, 
New York 6, N. Y. 

Also available is a research item 
on Rockwell Manufacturing Co. 


Hoe & Company—Study of cur- 
rent situation in “The Adams 
Journal” — Adams & Co., 231 
South La Salle Street, Chicago 4, 
Ill. 





Hydraulic Press Manufacturing 
Co.—Detailed Analysis—Comstock 
& Co.,'231 South La Salle Street, 
Chicago 4, Ill, 

Also available are analyses of 
Long Bell Lumber Co., and 
Miller Manufacturing Co. 

Lime Cola Co.—Late data— 
Thornton, Mohr & Co., First Na- 
tional Bank Building, Montgom- 
ery 4, Ala. 





National Homes Corporation — 
Memorandum — Kiser, Cohn & 
Shumaker, Inc., Circle Tower, 
Indianapolis 4, Ind. 





New York Central Railroad— 
Research report Thomas G. 
Campbell & Co., 67 Wall Street, 
New York 5, N. Y.—$10.00 per 
copy. 





Northern Pacific Railroad Com- 
pany — Memorandum — Bendix, 
Luitweiler & Co., 52 Wall Street, 
New York 5, N. Y. 





Osgood Company—Detailed cir- 
cular—Seligman, Lubetkin & Co., 
Inc., 41 Broad Street, New York 4, 
N. Y. 





Parker Appliance Co.—Circular 
—du Pont, Homsey Co., 31 Milk 
Street, Boston 9, Mass. 





Pathe Industries, Inc. — Mem- 
orandum—tTroster, Currie & Sum- 
mers, 74 Trinity Place, New York 
6, N. Y. 





Polaris Mining Company 
Analysis — R. E. Nelson & Co., 
Hyde Building, Spokane 8, Wash. 





Portland Electric Pewer Com- 
pany—Analysis—Ira Haupt & Co., 
111 Broadway, New York 6, N. Y. 





Fred B. Prophet Co.—Circular 
—DeYoung, Larson & Tornga, 
Grand Rapids National Bank 
Building, Grand Rapids 2, Mich. 





Public National Bank & Trust 
Co.—Year-end analysis—C. E. 
Unterberg & Co., 61 Broadway, 
New York 6, N. Y. 

Also available is an offering 
gaa on Stern & Stern Textiles, 

Cc. 





Ralston Steel Car Co. — Circu- 
lar — Lerner & Co., 10 Post Office 
Square, Boston 9, Mass. 





Red Rock Bottlers, Inc.—Circu- 
lar—Hoit, Rose & Troster, 74 Trin- 
ity Place, New York 6, N. Y. 





Rockwell Manufacturing Co.— 
Analysis — Steiner, Rouse & Co., 
25 Broad Street, New York 4, 
> 





Schenley Distillers Corporation 
—Brochure of articles they have 
been running in the Chronicle. 
Write to Mark Merit, in care of 
Schenley Distillers Corporation, 
eo Avenue, New York 1, 





Seminole Oil & Gas Corporation 
—Late data—F. H. Koller & Co., 


Inc., 111 Broadway, New York ¢ 
N. Y. 





Showers Brothers Co.—Analysis 
—Caswell & Co., 120 S. La Salie 
Street, Chicago 3, III. 





Nathan Straus-Duparquet, Inc. 
—Memorandum for banks, brokers 
and dealers—Troster, Currie & 
Summers, 74 Trinity Place, New 
York 6, N. Y 





Title Guarantee & Trust Co, — 
Features of 1946 Annual Report 
and analysis of outlook—Amott, 
Baker & Co., Inc., 150 Broadway, 
New York 7, N. Y. 





United Public Utilities Corp, — 
Memorandum—L. H. Rothchild 2. 
Co., 52 Wall Street, New York 5, 
ie 





Utica & Mohawk Cotton Millis, 
Inc. — Circular — Mohawk Val- 
ley Investing Co., Inec., 238 Gen- 
esee Street, Utica 2, N. Y. 





Vacuum Concrete Corp.—Mem- 
orandum—Pulis, Dowling & Co., 
25 Broad Street, New York 4, 
N. Y. 





Wisconsin Bankshares Corpora- 
tion—Discussion in the current is- 
sue of “Business and Financia! 
Digest’”—Loewi & Co., 225 East 
Mason Street, Milwaukee, 2, Wis. 


Charles C. Bechtel With 
Watling, Lerchen & Co. 


(Special to THE FINANCIAL CHRONICLE) 
DETROIT, MICH.— Charles C. 

Becntel has 
become asso- 
ciated with 
Watling, Ler- 
chen & Co., 
Ford Building, 
members of 
the New York 
and Detroit 
Stock Ex- 
changes. Mr. 
Bechtel was, 
formerly 
Vice - Presi- 
dent of H. V. 
Sattley & Co., 
with which he 
had been as- 
sociated for 
many years. 


S. R. Livingstone Adds 

(Special to THe FrnANncraL CHRONICLE) 

DETROIT, MICH. — Robert A. 
Benton, Jr., has become connected 
with S. R. Livingstone & Co., Pe- 
nobscot Building, members of the 
New York and Detroit Stock Ex- 
changes. Mr. Benton was previ- 
ously with Cray, McFawn & Co. 


Marxer & Co. Adds Hill 
(Special to THe FINaNctaL CHRONICLE) 
DETROIT, MICH.— Roland B. 
Hill has joined the staff of Marxer 
& Co., Penobscot Building, mem- 
bers of the Detroit Stock Ex- 
change. 


Prescott Co. Adds Two 


(Special to THe FInancraL CHRONICLE) 


CLEVELAND, OHIO—Benjamin 
W. Fauver and John B. Hopkins 
have become affiliated with Pres- 


cott & Co., Guardian Building, 
members of the New York and 
Cleveland Stock Exchanges. 


Charles C. Bechtel 























We Maintain Active Markets in 





H. M. Byllesby 


Telephone State 8711 








New York Philadelphia 


DEEP ROCK OIL CORP. Common 
CHICAGO SO. SHORE & SO. BEND RR Com. 
NORTHERN STATES POWER CO. 6% & 7% Pfds. 


Incorpor sted 


135 So. La Salle Street, Chicago 3 


and Company 


Teletype CG 273 
Pittsburgh Minneapolis 








Recent Analyses on Request 


Merchants Distilling Corp. 


Common Stock 


Standard Silica Corp. 


Common Stock 


FAROLL & COMPANY 


Member New York Stock Exrchange 
and other Principal Exchanges 


208 So. La Salle St. 


CHICAGO 4 
Phene Andover 1420 Tele. CG 156 














Cent. Pub. Utility Corp. 
Income 5'%s, 1952 
Chgo. No. Sh. & Milw. 
Ry. Co. 


Common Stock 


Brailsford & Go. 


208 S. La Salle Street 


CHICAGO 4 
Tel. State 9868 





CG 95 
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Illinois Brevities 


Optimism for the remaining months of 1947 was voiced last week 
in Chicago by Gen. Robert E. Wood, Board Chairman of Sears, Roe- 
buck & Co., and executives representing six basic industries ata 
conference on distribution sponsored by the Chicago Association of 
Commerce and Industry. The six industrial officials were Edward Li. 


Ryerson, Chairman of Inland Steel Co.; Courtney Johnson, assistant 
to the Chairman of Studebaker®—— - ena _ - 


Corp.; Gen. T. S. Hammond, 
Chairman of the Whiting Corp.; 
A. W. Peake, President of Stand- 
ard Oil Co. of Indiana; Bertram 
J. Cahn, Chairman of B. Kuppen- 
heimer & Co., Inc., and Oscar G. 
Mayer, President of Oscar G. 
Mayer & Co. Their comments: 

General Wood: Prices will de- 
cline gradually this year, and 
merchandising firms will have 
supplies sufficient to meet de- 
mand in most lines by the end of 
the year. Sales in lines other than 
luxury merchandise and women’s 
apparel show “no signs of abate- 
ment.” 

Mr. Ryerson: Some downward 
adjustments of steel prices may 
come “in the near future.” It 
seems likely that “the products 
which continue in demand in 
spite of some over-pricing will 
expand to the point of taking up a 
lafge part of the slack of those 
items which will remain on the 
shelves.” 

Mr, Johnson: There is more de- 
mand for automobiles than can be 
met this year. The auto industry 
probably will produce about 4,- 
000,000 cars and 1,000,000 trucks. 
Lack of steel will preclude reach- 
ing the estimated demand figure 
of 5,000,000. _ 

General Hammond: The. out- 
look for capital goods manufac- 
turers is good, since a great de- 
mand exists for tools and equip- 
ment. His company’s biggest 
problem is getting supplies and 
materials. 


Mr. Peake: Demand for petro- 
leum this year should be 4% 
higher than last year and it will 
force the industry to operate at 
higher than wartime levels. Dis- 
tillates now rank as one of the 
major derivatives and will “as- 
sume fast-growing economic sig- 
nificance.” 


Mr. Cahn: It is “fair to assume 
that a continued seller’s market in 
the men’s medium and quality 
price fields will afford several 
seasons of full employment and 
production.” Market demand is 
“greater than productive ca- 
pacity.” 


Mr, Mayer: Farmers may get 
$2,000,000,000 more this year than 
last from the sale of meat animals. 
According to present estimates, 
the largest per capita consumption 


of meat since 1911 is probable for 


the year. 
* us 


Froedtert Grain & Malting 
Co., Ine., the world’s largest 
commercial maltster, and Rock- 
wood & Co., chocolate manufac- 
turing firm, announced a plan 
to merge. The new company 
would have an authorized cap- 
italization of $5,500,000 in 20- 
year, 314% sinking fund deben- 
tures; $4,500,000 in combined 
4.4% cumulative preference and 
5% cumulative preferred stocks, 
and 2,500,000 shares of $1 par 


FOUNDED 1913 


THOMSON & 
M°KINNON 


SECURITIES * COMMODITIES 


231 So. La Salle St. 
Chicago 4 


Branches in 35 Cities 
Members New York Stock Exchange and other 


principal exchanges 





common, Present companies 
would be operated as divisions. 


Braniff Airways disclosed the 
completion of arrangements for 
an unsecured loan of $10,000,000 
from a group of eastern banks. 
The long-term credit will be used 
to finance equipment purchases. 

us * be 
Sears, Roebuck & Co. was re- 
ported considering a plant to 
conclude its six-year decentral- 
ization program by breaking it- 
self into five operating com- 
panies. The company already 
has set up three autonomous 
territories, the West Coast, East- 
ern and Southern. 
ae % Bo 

International Harvester Co. has 
arranged with its depositary 
banks for a~-$100,000,000 line of 
credit for 1947, it was announced. 
Harvester will negotiate short- 
term loans with individual banks 
as the need arises. 

% % tk 

Wilfred Sykes, President of In- 
land Steel Co., was inducted as 
President of the Chicago Associa- 
tion of Commerce and Industry, 
which has added the words “and 
Industry” to its name because. of 
the large number of manufactur- 
ing members, Mr. Sykes predicted 
a: short period. of recession and 
readjustment, followed by high 
business. activity for a long time. 
He urged more caution in viewing 
1947 prospects. 


we oe k 

James F. Burns, Jr., told a 
meeting in Chicago that the pres- 
ent method of determining com- 
mission charges in_ securities 
transactions is outmoded, and 
needs complete revision. 


Chicago’s 1947 budget passed 
by the City Council was up $3,- 
900,000 from the $233,558,637 
approved by the finance com- 
mittee a month before. It 
amounted to $237,458,637. 

% tk % 

Executives of big Chicago banks 
at their annual meetings of stock- 
holders last month appeared con- 
cerned about the rising operating 
costs. Philip R. Clarke, President 
of the City National Bank & Trust 








Trading Markets 


Abitibi P. & P. Co. Com. & Pfd. 
Brown Co. Com. & Pfd. 
Cinema Television 
Fresnillo Co. 
Gaumont British Pictures 
Minn. & Ontario Paper, Com. 
Oroville Dredging 
Rhodesian Anglo American 
Rhodesia Broken Hills 
Rhodesian Selection Trust 
San Francisco Mines (Mexico) 
Scophony, Ltd. 

Steep Rock Iron Mines 
Vicana Sugar Co. 6/55 
Vicana Sugar Co., Common 
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7\IPPIN & COMPANY 
cialists in Foreign Securities 
£08 S. La Salle Street 


Chicago 4, Illinois 
Randolph 4696 CG 451 





tion with SEC. 


The SEC and Mining Securities 


By EDMOND M. HANRAHAN* 
Member, Securities and Exchange Commission 


Commissioner Hanrahan, in explaining policies of SEC and applying 
them to mining securities, calls attention to Registration Form S-11, 
which is adapted to shares of exploratory mining companies. Points 
out Regulation A, which permits issuer to offer up to $300,000 
offering value of securities in any one year, can be used by most 
mining companies. Holds since there is greater speculative element 
in mining shares, investors must be given reasonable amount of 
information to make informed judgment. Calls for full coopera- 


Although I have had no mining experience I have always had a 


great interest in the industry. Furthermore, problems arising in 
connection ® 





with the fi- 
nancing of 
mining prop- 
erties are of 
great interest 
to the Com- 
mission. We 
recognize the 
importance of 
mining to the 
nation’s econ- 
omy and se- 
curity. 

We mem- 
bers of the 
Commission 
have been 
eager to learn, 
through direct contact, the point 
of view of representatives of vari- 
ous industries which must, from 
time to time, obtain public fi- 
nancing. We: know that each in- 
dustry has its special problems in 
connection with financing. In- 
formal meetings and discussions 
of this kind give us an opportu- 
nity to think together, and to 
consider some aspects of these 
problems. 

* You know the Congress has de- 





E. M. Hanrahan 





*An address by Commissioner 
Hanrahan before the Colorado 
Mining Association, Denver, Colo., 
Feb. 7, 1947. 


clared that securities transactions 
have to be regulated to protect 
our national economy and to in- 
sure the maintenance of fair and 
honest markets in securities. No 
one interested in the public wel- 
fare, the securities industry, or 
any other industry which depends 
upon the public offering of securi- 
ties for any part of its finances, 
any longer questions the funda- 
mental correctness of this position. 

The Securities Act of 1933 is 
intended to provide full and fair 
disclosure of the character of se- 
curities sold in interstate com- 
merce and through the mails, and 
to prevent frauds in their sale. 
Manipulation and _ dishonesty 
thrive upon mystery, misrepre- 
sentation and concealment. The 
Act was intended to prevent these. 
Disclosure is obtained through 
filing with the Commission regis- 
tration statements which contain 


information necessary to arrive at 
an informed judgment whether to 
buy the securities. The Act re- 
quires the delivery of a prospectus 
to investors to whom the securi- 
ties aré;offered or sold, and this 
prospg@ctus must contain in. sum- 


marized form the important in- 
(Continued on page 884) 





Co., predicted the probable in- 
crease in costs would result in 
lowered net profits for 1947. 
& oh od 

Armour & Co, took another 
step toward resumption of pay- 
ments on common stock and 
toward completion of its refi- 
nancing plan when directors 
declared a dividend of $10 a 
share on the 6% cumulative 
convertible preferred, to be ap- 
plied to arrearages. 


Ba of % 

The Northern Trust Co. said re- 
tailers were becoming increasing- 
ly cautious in their efforts to 
avoid what might prove to be a 


topheavy accumulation of inven- 
tories. 
By By te 

The Public Service Co. of 
Northern Illinois has_ virtually 
completed a farm electrification 
program started 20 years ago and 
has added more than 1,000 miles 
of rural power lines since the end 
of the war. Britton I. Budd, Pres- 
ident, said 98% of farms in the 
utility’s area now have electricity. 





With H. C. Hopkins & Co. 


(Special to THe Financia CHRONICLE) 
CLEVELAND, OHIO — Chester 
W. Willett has become associated 








with H. C. Hopkins & Co., Union 
Commerce Building. 
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CHICAGO 3, ILLINOIS 
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Active Trading Markets in 


R. Hoe & Co., Inc. 


Class A and Common Stocks 


The oldest manufacturer or news- 
paper and magazine printing presses 
in the country. Now booked to ca- 
pacity for more than two years and 
turning out presses in record volume, 


Circular on Request 
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ADAMS & CO. 


231 SOUTH LA SALLE STREET 
CHICAGO 4, ILLINOIS 
TELETYPE CG 361 PHONE STATE 0101 






















Aeronca Aircraft Corp. 
Baltimore Transit Co. Pfd. 
Burgess Battery Co. Com. 

Chgo. Auro. & Elgin Ry. Units 

Decker Mfg. Co. Com. 
Howard Industries, Inc. 
*Hydraulic Press Mfg. Co. 
Old Ben Coal Corporation |} 

? -Bell Lumber Cempany |/ 
*Miller Manufacturing Co. |} 

Oil Exploration Co. Com. 
Trailmobile Company 


Comstock & Co. 


CHICAGO 4 


231 So. La Salle St. Dearborn 1501 
Teletype CG 955 


Serving Investment Dealers 


We specialize exclusively in under- 
writing and distribution of securities, 
providing investment dealers with at- 
tractive issues for their clients. Main- 
taining no retail department of our 
own, we compete in no way with 
dealers, but serve them exclusively. 
Correspondence invited. 





FLOYD D. CERF CoO. 
120 South La Salle Street 
Chicago 
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Bought—Sold—Quoted 
*Booth Fisheries Corp. 


Common 


*Seismograph Service Corp. 
Common 
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*Prospectus on Request 
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CHICAGO 3 
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Direct wives to our offices in 
principal financial centers 
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Greiss Fleger Com. 
Nu Enamel Com. 
Industrial Brownhoist 


Common 
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Long Bell Lumber Co. 


Common 
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A trader with 43 years’ experience buying and selling real estate 
and real estate securities believes a country-wide real estate boom is 
in the making. He says he has been through three booms already 
and thinks he can detect certain sure signs pointing inevitably in the 
direction of another such expansion. ; 

The signal which will touch off the spurt in the new construction 


which, by the way, he sees as not® 


too far off will come, he believes, 
when the OPA removes ceilings 
on new dwellings. The far-sighted, 
in fact, are already purchasing 
sites which they believe will be 
desirable for new homes or apart- 
ment houses. Like many other 
Wall Street observers today, this 
observer subscribes wholehearted- 
ly to the belief that rent ceilings 
will be lifted ‘gradually, pretty 
much in the progressive fashion 
described in these columns last 
week, and that the ceilings will be 
lifted off new construction at a 
rather early date. 


Two steps have been taken in 
this progression already, he points 
out, both of them effective this 
coming Saturday. These steps are 
(1) the removal of ceilings from 
hotel transient rooms and (2) the 
granting of relief to landlords who 
can prove economic hardship un- 
der existing controls, although 
there is really nothing new in this 
second step. Landlords have al- 
ways been able to petition for rent 
,adjustments in hardship cases but, 

she thinks, the new rule may have 
*the salutary effect of speeding up 
faction on petitions for relief, that 
‘is, cutting down the waiting-pe- 
triod for a decision from the six 
months which has been customary 
;to something like six days or so. 


+ The general public, he feels, 
jtraditionally unfriendly if not ac- 
ttually hostile to landlords as a 
‘class, may look upon landlords’ 

laims to economic hardship with 
‘unbelieving and suspicious eyes. 
Reasonable people, however, will 
shave to admit that costs have gone 
up all around and that landlords, 
consequently, have not been— 
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could not have been — immune 
from these increases. Men who 
own their own homes and who 
have therefore had to buy coal, 
make repairs of all sorts, and pay 
taxes, he feels, will realize at once 
that there could be something to 
the claims of some landlords that 
they have had to carry some prop- 
erties at a loss in recent years. 
Not so long back, just before the 
war, in fact, many landlords cut 
rents below what was considered 
reasonable, even for the period, 
just to keep their buildings com- 
pletely occupied, that is, to get 
such revenues as they could. Not 
long after they did this, the OPA 
froze these rents at their sub- 
standard levels and soon these 
landlords found themselves caught 
in a vicious squeeze between low 
revenues and increasing costs. 


Ceilings will be lifted and prob- 
ably sooner than many people 
think, he believes. Now that the 
lid is off some ceilings, it will 
probably be easier for the other 
ceilings to come up a bit. In fact, 
our informant contends, a general 
8 to 10% lifting of rent ceilings 
can be expected before this com- 
ing summer. In the first place, he 
is convinced, society can no 
longer deny the price relief to 
the landlords which has been 
granted to other sections of the 
business community. The ceilings 
wiil undoubtedly be taken com- 
pletely off new dwellings,.wery 
soon or should be, because that is 
the only way the housing shortage 
is ever going to be relieved. The 
only explanation, he believes, that 
can be given for the failure of the 
real estate industry, in all of its 
phases, to indicate to interested 
parties the inevitable connection 
that exists between adequate eco- 
nomic incentive, on the one hand, 
and new building, on the other, is 
that the industry is cursed, as it 
were, with certain fundamental 
weaknesses itself, 


Landlords are prone to look 
upon their particular properties, 
he points out, as the very center 
of the universe. If there were 
more landlords with the vision 
that perspective could give them, 
it might be easier now for CIO 
and veteran spokesmen on the 
question of rents and the housing 
shortage to see where their true 
interests lay, he feels. It is this 
same lack of comprehension of the 
nature of the economic forces at 
work in the real estate field that 
will lead to excesses in building 
construction later so that there 
will be a flood of new homes at a 
time when they are no longer 
needed, he thinks, too. 


Realistic thinking on real estate 
questions is not an easy exercise, 
it is pointed out. However, if one 
is to avoid just kidding himself, 
he ‘should take all factors into 
consideration. Everyone — just 
about everyone, that is — thinks 
that he is an authority on real 


estate matters, that he knows all 


] 


there is to know about the subject, 
he feels. Tenants usually lose 
sight of the fact that, in the final 
analysis, it is they who determine 
what rent will be paid on some 
property. A landlord can exert an 
influence on rent; he declares, but 
often it is in the direction of re- 
ducing rents, to get the tenants of 
someone else’s property, especially 
when, in a declining market, he 
has been able to erect a new 
building at less cost than someone 
else who erected his building in a 
rising market, that is, in a period 
of higher and increasing costs. 


C. ¥. Scanlon to Discuss 
Adequate Insurance 


Coverage Before NAGA 


(Brooklyn Chapter) 


The Brooklyn Chapter of the 
National Association of Cost Ac- 
countants will conduct its techni- 
cal session of the month at the 
Park-Vanderbilt Restaurant, Park 
Place and Vanderbilt Avenue, 
Brooklyn, on Wednesday evening, 
Feb. 19, at 8 p.m. 

Mr. Charles V. Scanlon, an In- 
surance Consultant, associated 
with the firm of Benedict & Ben- 
edict, will address the members 
on this subject, “Adequate Insur- 
ance Coverage — The Accountant 
Assists Management.” 

Mr. Scanlon has spoken before 
many NACA and other audiences 
on this subject and his current 
discourse will cover savings in 
premiums due to comprehensive 
coverage contracts, broadening of 
contracts, loopholes missed by the 
untrained eye, stability of insur- 
ance companies and how to judge 
that stability as well as suggested 
methods for securing maximum 
coverage at minimum cost. 


M. Ibers and F. A. Pakas 
With T. J. Feibleman Co. 


T. J. Feibleman & Company, 
members of the New Orleans 
Stock Exchange, announce that 
Max C. Ibers, Jr. and Frederic A. 
Pakas are now associated with the 
firm. Mr. Ibers will be in the 
firm’s New Orleans office, Rich- 
ards Arcade Building, while Mr. 
Pakas will be at the New York 
office at 41 Broad Street. 

Mr. Ibers was formerly with 
Weil & Co. of New Orleans and 
prior thereto served as manager 
of the trading department for 
Oscar F. Kraft & Co. in Los An- 


geles. He was also trading man- 
ager for Pledger & Co., was with 
Fairman & Co. and in the past 
was a principal of Quincy Cass & 
Co. 

Mr. Pakas previously was man- 
ager of the trading department of 
Alison & Co., Detroit, and prior 
to serving in the Army for 37 
months was proprietor of Pakas & 
Co. with offices in New York and 
Jersey City. 


Herrick Waddell Adds 


(Special to THe FrNanciaL CHRONICLE) 

KANSAS CITY, MO.—Fred W. 
Jens has become connected with 
Herrick, Waddell & Co., 1012 Bal- 











timore Avenue. 
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St. Louis 
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OFFERINGS WANTED 





Broadmoor 4s 1956 WS 


Broadway & 4ist St. 4%s 1954 
Brooklyn Fox 3s 1957 WS 

Gov. Clinton 2s 1952 WS 

Grant Bldg. 244s 1957 WS 

Hotel St. George 4s 1950 
Lincoln Bldg. 5'%2s 1963 WS 
National Hotel Cuba 6s 1960 WS 


150 Broadway 








CG-81 Central 4402 





Tel. BArclay 7-4880 


Broadway-Trinity Pl..4%s 1963 WS 


870 7th Ave. 


AMOTT, BAKER & GO. 


Incorporated 


New York Towers 3s 1960 WS 
Savoy Plaza 3s 1956 WS 
Sherneth Corp. 5%s 1956 WS 
Westinghouse Bldg. Part. Ctfs. CBI 
Windermere-92nd St. 3s 1946 
51 East 42nd St. 3s 1956 WS 
61 Broadway Corp. Stock 
79 Realty 5s 1949 WS 
500 Fifth Ave. 4s 1961 WS 

%s 1957 WS 


New York.7, N. ¥. 


Restrictions on 


General Counsel, Congress 


trial monopoly. 


gross hypoc- 
risy. Like so 
many rights 
which under- 
ly our demo- 
cratic institu- 
tions it finds 
few orators 
and_ editorial 
writers who 
are not will- 
ing to pay it 
lip service. 
Like so many 
rights funda- 
mental to our 
American 
democratic in- 
stitutions it 
finds, however, very few among 
those orators and editorial writers 
who do not at the same time pro- 
pose to destroy it. 

It has become the accepted rou- 
tine in every legislative measure 
directed against labor to incorpo- 
rate somewhere a pious declara- 
tion denying any intent to abridge 
the right to strike or, more usu- 
ally, denying any desire to inter- 
fere with the free right of work- 
ers to refuse their services to 
their employer. The routine in- 





‘Lee Pressman 





*A speech by Mr. Pressman be- 
fore National Lawyers Guild Con- 
ference on Labor Relations, Wash- 
ington, D. C., Feb. 8, 1947. 


Right to Strike 


By LEE PRESSMAN* 


of Industrial Organizations 


Upholding right to strike as constitutional privilege, CIO attorney 
attacks bills recently introduced in Congress as violating basic 
principles, while shrouded in general slogans which give hypecriti- 
cal lip service to these same principles. Holds restriction of right 
to strike is part of general drive against labor in aid of indus- 


The right of American working men and women to go on strike is 
being supjecited today to treatment and discussion characterized py 
® 





sertion of these pious protests has 
reached the point where the in- 
clusion of such a provision is al- 
most a sure clue to the probability 
that the rest of the bill involves 
a studied and extensive attempt 
to outlaw any effective strike ac- 
tion or to deny any effective exer- 
cise by workers of their right to 
refuse their services. 

Before turning to the specific 
bills which pose the issue today 
it should be helpful to re-examine 
a few fundamental thoughts. As 
the text for our discussion of to- 
day I should like to recall to your 
mind the language of the United 
States District Court in Chicago 
in its recent decision declaring 
invalid the Lea Act. You may per- 
haps remember that the court 
there said: 


“Under the Thirteenth 
Amendment the right of any 
worker to leave his employment 
at will, or for no reason at all, 
is protected and that right is 
inviolate. The freedom to quit 
and refuse to undertake work 
may as readily be exercised 
through a group organization as 
individually.” 


The Thirteenth Amendment to 
the United States Constitution 
outlawed involuntary servitude. 

(Continued on page 893 








a 64-dollar 
question, but 
a 64 -billion- 
dollar ques- 
tion. Never- 
theless, I 
think that 
phrase is mis- 
leading be- 
cause it over- 
looks a third 
alternative — 
the choice be- 
tween “boom 
and bust” on 
the one hand, 
and sustained, 
well-balanced 
prosperity on the other. 

There are pessimists who say 
that the latter choice is no longer 
open to us; that we are already 
in the grip of a boom which can 
only end in the inevitable bust. 
Such economic fatalism need not 
prevail just because it has here- 
tofore. 

President Truman, in his Eco- 
nomic Report to the Congress, 
analyzed our present situation 
very clearly and indicated what 
needs to be done: “On the plus 





Keen Johnson 











Teletype NY 1-588 





*An address by Mr. Johnson at 
the opening of. the Lane.Bryant 


Building, New York City, Jan,| 


"al, 1a4.. 


Buying Power—Key to 


Prosperity 


By KEEN JOHNSON* 
Under Secretary of Labor 


Asserting sustained purchasing power is most important factor in 
our economy, Labor Dept. official stresses need of competitive 
price structure based on mass production. Holds we can look for 
both lower prices and higher incomes and says genuine collective 
bargaining can and should play important part in this attainment. 
Contends no major depression has ever been due to wage and sal- 
aried workers receiving too large a share of national income, but 
cautions both labor and management must exercise restraint. 
Recently I took part in a panel discussion which had as its sub- 


ject “Boom or Bust.” Certainly that title is provocative enough, for 
it raises, not® 





side of the economic ledger,” he 
said, “we possess a fabulous 
wealth of resources. ..,. The 
spending power of consumers, as 
a whole, is much higher than it 
ever was before the war. Con- 
sumer desires are fortified by a 
backlog of unsatisfied wants... . 
There ‘are long-deferred and 
needed public works, Federal, 
State and local. There is a strong 
and. sustained foreign »demand.” 

Discussing danger spots in the 
economic picture, the President 
pointed out: 

“Chief among the unfavorable 
factors is the marked -decline in 
real purchasing power .. . result- 
ing from the large price in- 
creases in the second half of last 
year. ... If price and wage ad- 
justments are not made—and 
made soon enough—there is dan- 
ger that consumer buying power 
will falter . . . production will 
drop, and unemployment. will 
as 


I do not have to tell this audi- 
ence that the question of pur- 
chasing power—real purchasing 
power to take goods off dealer’s 
shelves—is probably the most im- 
portant in the economy. You 
know, far better than I do, that 
dollars in the housewife’s- purse 
have opened more doors from the 

_ (Continued. on.page+879)...-- 
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The Imbalance Between 
Wages, Prices and Profits 


By RICHARD V. GILBERT* 
Formerly Economist, Office of Price Administration 


Ex-OPA official, maintaining profits have increased more rapidly 
than wages and prices, asserts this condition, unless remedied, will 
lead to business depression. Holds consumption in current year 
will decline 10%, while production will increase in same ratio, 
thus leading to overstocking of markets. Contends higher wages 
are essential to maintain purchasing power, and attacks NAM 
policy to reduce prices rather than raise wages as aimed at impair- 
ing independence of workers. Recommends 15% wage boost. 
I propose to discuss with you the most important economic ques- 


tion that faces the country today—the imbalance of wages on the 
one hand and ® 





prices and 
profits on the 
other. This 


question is of 
crucial impor- 
tance to all of 
us for two 
reasons. First, 
it is important 
because wages 
are what most 
of us live on. 
And when 
prices go up 
as they have 
during the 
past six 
months and 
wages remain approximately the 
same, that means less food on the 
table and less clothing for most 
of us. The second reason is even 
more important. What happens to 
wages and prices and profits de- 
termines whether we have full 
production with jobs for all and 
general prosperity, or whether the 
wheels of industry slow down, 
men are thrown out of work and 
we got into a depression. 

For in our system businessmen 





Richard V. Gilbert 





*Address by Mr. Gilbert before 
the National Lawyers Guild, 





Washington, D. C., Feb. 7, 1947. 


do not produce goods unless they 
can sell them, and they cannot sell 
them unless people have enough 
money to pay for them. When the 
wages being paid out by business 
fall too far short of what is re- 
quired to buy what we are pro- 
ducing, the result before very long 
is a depression. In a word, when 
the relation of wages, prices and 
profits, that is, the distribution of 
purchasing power is healthy, we 
have prosperity. And when that 
relation gets distorted and labor 
gets too little and management too 
much, we get depression. 


Never before to my knowledge 
have wages on the one hand and 
prices and profits on the other 
been more out of balance than 
they are at this time. It is this 
imbalance that lies behind the al- 
most universal fear that a business 
recession will strike this country 
sometime in the year 1947. That 
fear, I regret to say, is well- 
founded. Every time such a con- 
dition has developed in the past 
it has invariably led to a business 
smash-up. 


Too Much Going to Profits 


The major part of our trouble 
stems from the crippling of the 
(Continued on page 905) 





Bureaucracy Trend . 
Toward Collectivism 


By HON. JOSEPH C. O’MAHONEY* 
U, S. Senater from Wyoming 


Pointing to recent trend teward power concentration in Federal 
Government, Sen. O’Mahoney compares it with growth of power 
of great Corporations and labor unions. Holds trends point to drift 
toward collectivism and cites example of Great Britain. Points 
out U. S. is only nation still adhering to capitalistic system, and 
sees no solution of problem of power centralization until a formula 
is found by which great corporations, labor unions and other groups 
might live together for benefit of all. Says it would be as futile 
to destroy labor unions as to destroy great corporations. 


The Eightieth Congress is not yet one month old but there have 
already been introduced in the two Houses 30 bills increasing the 





powers of the al 

Government | department of peace. A Demo- 
at Washing- crat.c Senator introduced a bill to 
ton. These establish qa Federal transportation 
measures have authority as an _ independent 
been spon- agency. 


sored bymem- 
bers of both 
political par- 
ties, and are 
defended by 
their authors 
as absolutely 
essential in 
the public in- 
terest. 

One of these 
bills, intro- 
duced by a 
Republican Representative, would 
establish the Office of Power Ad- 
ministration. Another introduced 
by a Democratic Representative, 
would establish a Water Polution 
Advisory. Board in the Federal 
Public Health Service. A Repub- 
lican United States Senator in- 
troduced a bill to create a new 





Sen. J. C. O’Mahoney 





*An address by Sen. O’Mahoney 
before the New York State Bar 
Association, New York City, Jan. 
25, 1947. 


Some of these bills deal with 
matters that are clearly national 
in scope. Others deal with mat- 
ters that are purely local. All of 
them, if enacted, would make big 
government bigger. This is tak- 
ing place within three months of 
a national election at which the 
people of the country, in unmis- 
takable terms, let it be known that 
they want not more government, 
but less. 

What then is the explanation of 
this steady drift toward central 
government, and what are we go- 
ing to do about it? These ques- 
tions must be answered by the 
people of the United States if we 
are to preserve that system which 
we so automatically call the 
Amer:can way of life. The Amer- 
ican lawyer, with a great tradi- 
tion of public service behind him, 
has an opportunity now to do for 
the people of the United States 
and the world what was done for 


Bankers Trust Co. of New York, 


ernment securities was the prin- 
cipal influence on money and 
banking conditions in 1946. 

As a result of the Treasury’s 
debt retirement program, accord- 
ing to the study, there has been a 
net shrinkage of $15.6 billion in 
bank holdings of Government se- 
curities; Government deposits 
have been reduced from $24.6 bil- 
lion to $2.7 billion and the steady 
downward trend of interest rates 
in the early part of the year was 
halted. 

Problems raised a year ago by 
the frozen structure of interest 
rates and debt monetization were 
postponed, temporarily at least, 
the report points out, by the 1946 
debt retirement program, but 
since that program has now been 
completed the question arises 
whether these problems will re- 
appear. 


Excessive Short-Term Debt 


In a discussion of debt manage- 
ment the study calls attention to 
the fact that over half of the $177 
billion of marketable Government 
securities outstanding are due or 
callable within five years, includ- 
ing about two-thirds of the 
amount held by the commercial 
banks. 


“Even if a Treasury cash sur- 
plus of several billion dollars 
should accumulate each year,” the 
writers state, “it will be possible 
‘o pay oif only a small portion of 
the marketable debt maturing or 
callable in 1947 and later years: 
the remainder will have to be ex- 
changed for other Treasury secur- 
ities. 

“If the Treasury continues its 
presént practice of converting in- 
to certificates all maturing or 
callable issues not redeemed in 
cash, the reduction of the short- 
term debt achieved in 1946 will 
be undone within a relatively 
short time. Treasury notes will 
disappear from the debt and the 
supply of bank-eligible bonds will 
constantly dwindle until 1952, 
when issues now restricted will 
begin to become available.” 


Under such conditions, the study 
adds, commercial banks would be 
strongly tempted to reach out for 
higher yields and to dispose of 
their excessive short-term hold- 
ings to the Federal Reserve banks 
varticularly if the latter continue 
to support short-term rates at 
oresent levels. This, together with 
the growing dearth of bank eli- 
gible Treasury Bonds, might lead tc 
strong downward pressure on the 
yields not only of such eligible 
issues, but eventually of all inter- 
mediate and long-term issues. 

Further reductions of bank-held 
Government debt and a check 
against possible unhealthy expan- 
sion in private credit could be 
achieved, the report states, if debt 
redemptions out of cash surplus 
are supplemented by a policy of 
offering long-term bonds to the 
public -and reducing the short- 
term debt, especially that held by 
the banks. The resulting contrac- 
tion in. the Government portfolios 
of bank and private deposits 
would serve to offset and. might 
even exceed the expansion of 
credit from. the_rise in bank loans 
and other investments. 

What approach the Treasury 
may be expected to take to the 
problems of debt management 
over the next several years will 
depend to some extent upon the 


condition of business and the eco- 
nomic environment in which the 
Treasury’s policies are carried out. 
If inflationary forces predominate, 
the Treasury can offset the effects 








(Continued on page 897) 


More Long-Term Treasury Bonds Favored 


in review of money market and 


government securities, points out benefit of Treasury’s debt redemp- 
tion program in 1946 will be nullified unless policy of reissuing 
maturing short-term certificates is changed to one of redeeming 
maturities by selling long-term bonds to public. 

In its annual review of government securities and the money 


market, the Bond Department of Bankers Trust Co. points out that 
the large-scale retirement of Gov-© 





the bank-held debt and distribut- 
ing a greater share to the public. 
Under conditions of deflation, on 
the other hand, the money supply 
in the hands of the public can be 
expanded and funds released for 
consumption or private invest- 
ment by checking or eliminating 
sales of Government securities to 
the public and permitting com- 
mercial bank holdings to increase. 


No Change Likely on Long-Term 
Yields in 1947 


Long-term bond yields are not 
likely to change very much during 
1947, according to the Bankers 
Trust economists, although they 
may be subjected to some down- 
ward pressure if short-term rates 
remain frozen and the Treasury 
continues to refund all unre- 
deemed maturing obligations into 
certificates. On the other hand, if 
short-term rates are unfrozen 
there may be some firming of in- 


termediate and long-term yields 
but the maintenance of the 24% 
rate should not be very difficult. 
If there is a general decline in 





commodity prices, some business 
recession, and a slackening in the 
demand for loans in 1947, there 
might be some easing of credit 
conditions. Such a development 
would afford an excellent oppor- 
tunity to unfreeze short-term rates 
with a minimum of market dis- 
turbance. 

“During 1947, neither the vol- 
ume of demand deposits nor net 
operating earnings of commercial 
banks are expected to show much 
change from the previous year,” 
the writers conclude, “Although 
there are a number of uncertain- 
ties in the business picture, there 
are many elements of underlying 
strength in the economy which 
encourage the hope that any near- 
term adjustment in business will 
be in the nature of a mild reces- 
sion, mostly in non-durable goods, 
and not a severe or prolonged de- 
pression. 





———_ — 


C. G. McDonald Adds 
Bolhover and Conway 


(Special to Tue FinaNncraL CHronicie) 
DETROIT, MICH.—Max E. Bol- 
hover and James E. Conway have 
become associated with C. G. Me- 
Donald & Co., Guardian Building, 
members of the Detroit Stock Ex- 
change. Mr. Bolhover was for- 

merly with A. M. Kidder & Co. 





Those who are waiting for 
new telephone service can be 
assured that we are doing our 
best to get it to them. 


We're adding telephones at 
the rate of 300,000 a month. 
That’s good. But the job isn’t 


done until we’ve furnished ser- 








vice to every one who wants it 





and there isn’t a single person 
on the waiting list. 








Getting materials and switch- 
boards and erecting new build- 
ings are our toughest jobs. 

It takes more than money 
and know-how. It takes de- 
termination. You have to de- 
cide you’re going to do it and 
then get it done somehow. 
We’re doing it that way. 


BELL TELEPHONE SYSTEM 





on the money supply by reducing 
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This Week—Insurance Stocks 


Annual reports to stockholders are beginning to appear. 


This 


week we have the 128th annual statement of the Aetna Insurance 
Group of Hartford, Conn. Aetna Insurance Co., the parent company, 
was founded in 1819 and is one of the oldest stock companies in the 
country, and has paid dividends without interruption since 1873. Com- 
panies comprising the group in addition to the parent company are: 
World Fire and Marine Ins. Co., Century Indemnity Co., Piedmont 
Fire Ins. Co., Standard Ins. Co. of New York, and Standard Surety & 


Casualty Co. of New York. 


Total premiums written in 1946 by all companies in the group 
were greater than in 1945 by 31.6%. The fire group gained 32.1%, 
and the casualty group, 29.7%. The greatest percent gain was made 
by Standard Insurance Co. of New York, with a premium volume ex- 


pansion of 57.4%. 


The following table shows the figures for each company: 


Name 


Aetna Insurance Co. ____ 
World Fire & Marine _ 
Pieement Pee 
Standard Inc. Co. of N. ¥ 


Total, Fire Group 
Century Indemnity 
Standard Surety & Casual of N. Y.__ 


Total, Casualty Group —---_ ~~ 
Total All Companies ~____.--__ 


Premiums Written 1946 
$ 


Increase Over 1945 





$ c 
46,366,276 9,914,203 27.2 
4,054,768 1,153,730 39.8 
3,823,089 1,224,258 47.1 
7,349,826 2,680,286 57.4 
61,593,959 14,972,477 32.1 
11,913,115 2,538,614 27.1 
5,533,303 1,452,728 35.6 
17,446,418 3,991,342 29.7 
79,040,377 18,963,819 31.6 


It is also of interest that reported loss ratios in 1946 for the fire 
group were lower than in 1945, despite the exceptionally high fire 
losses last year, while expense ratios differed only fractionally. The 
casualty companies, however, experienced higher loss ratios in 1946 
compared with 1945, but fractionally lower expense ratios. The com- 


parisons are as follows:— 


Incurred Loss Ratio 
1946 
43.4% 
50.2 
44.9 


1945 
fee 51.5% 
Casualty Group — -__-.—_ 44.6 
GEE 5 oth ice ate IO shoe 50.0 


Expense Ratio Combined Ratio 


1945 1946 1945 1946 
41.9% 41.7% 93.5% 85.1% 
49.1 48.4 93.7 98.6 
43.6 43.2 93.6 88.1 


These operating ratios indicate that Aetna’s underwriting ex- 
perience was more favorable in 1946 than in 1945, and this fact shows 
up in the earnings figures as reported to stockholders. Comparisons 


for the two years are as follows: 


Statutory. Underwriting Loss 
Premium Reserves Equity —____-- 


Net Adjusted Underwriting Gain_____ 


See ehare ........ 
Investment income ____ 
i 
ss ST 


eS : 
Total net operating profits per share 
Liquidating value per 


Eo nce asonse dibdckuabbeicahegeets cxmeniee Ree 


1945 1946 
$ $ 

PE, EEE oem —1,272,108 1,918,211 
setteisee cake, 1,414,640 3,342,460 
OE ae eS Saeed 142,532 1,324,249 
ak Robes Gaal, ee $0.19 $1.89 
ee Aapee so Sie 1,830,627 1,727,886 
Dele, te SPA Le $2.44 $2.30 
ae eee 69,757 70,171 
pt a2 ee $0.09 $0.10 
> Mire ae a Rite $2.54 $4.09 
“ss $66.00 $65.25 


The above figures are for Aetna alone, and do not include the 


earnings of the company’s wholly owned subsidiaries. 


In 1945 con- 


solidated earnings were approximately 33% greater than parent earn- 
ings, and consolidated liquidating value, 21.5% greater. 








Percentage Breakdowns on 


Gov’t Bond Portfolios 


Sources of Income 


19 New York City 
Bank Stocks 1946 


Available on Request 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
120 BROADWAY, NEW YORK & mw. Fy. 
Tel.: BA 737-3500 Bell Tele.—NY 1-1248-49 
(L. A. Gibbs, Manager Trading Department) 
=_—— 




















Home Group Issues 
American Insurance Co. 


Great American Insurance 
Co. 


Bank of America 


Security-First National 
Bank 


Firemen’s Insurance Co. 
Hanover Fire Insurance Co. 
North River Insurance Co. 








Established 1856 


H. Hentz & Co. 


Members 
New York Stock Exchange 
New York Curb _Exchange 
New York Cotton Exchange 
Commodity Exchange, Inc. 
Chicago Board of Trade 
New Orleans Cotton Exchange 
And other Exchanges 


N. Y. Cotton Exchange Bldg. 
NEW YORK 4, N. Y. 


CHICAGO DETROIT PITTSBURGH 
GENEVA, SWITZERLAND 














210 WEST SEVENTH stacer 
LOS ANGELES 14, CALIFORNIA 


TELEPHONE TRINITY 7971 
TELETYPE: LA 279, LA 280 


oDivect and Connecting “Wires to 


BOSTON + NEW YORK + PHILADELPHIA + DETROIT 
CHICAGO «+ $1. Louis 


DALLAS + SAN FRANCISCO « 


SEATTLE 


Benj. van Keegan Gov. | 
Of N. Y. Curb Exch. 


Benjamin van Keegan, Frank 
C. Masterson & Co., 64 Wall 
Street, New York City, members 























Benj. van Keegan 


of the New York Curb Exchange, 
has been elected a Class B Gov- 
ernor of the Curb Exchange. Mr. 
Van Keegan is active in the Se- 
curity Traders Association of New 
York. 


First Boston Offers 
Pfd. & Com. Stocks of 
Northwestern P., S. Go. 


An underwriting group headed 
by The First Boston Corp. offered 
to the public on Feb. 11 26,000 
shares of Northwestern Public 
Service Co. 442% cumulative pre- 
ferred stock, $100 par value, and 
410,006 shares, being the entire 
outstanding amount of the com- 
pany’s common stock, $3 par 
value. The preferred shares were 
offered at $107 per share and ac- 
crued dividends and the common 
stock at $13.50 per share. 


The offering of new 412% pre- 
ferred is subject to an exchange 
offer, which expires Feb. 17, 1947, 
being made to holders of the com- 
pany’s outstanding 39,852 shares 
of 7% and 6% cumulative pre- 
ferred, under which they will be 
entitled to exchange their shares 
for new preferred share-for-share 
on a “first come first served” 
basis with a cash adjustment of 
$3.75 per share in the case of the 
7% preferred and $3.45 per share 
for the 6%. 





mon being offered, 110,000 shares 
are being sold by the company 
and 300,000 are being sold for the 
account of Bear, Stearns & Co. 


Proceeds to be received by the 


Of the 410,000 shares of com- 





company from the sale of the pre- | 
ferred and the 110,000 shares of | 
common, together with a_ cash 


contribution to be made by Bear, | , 


Stearns & Co., and other funds, | 
will be used to redeem the ex-| 
changed shares of 7% and 6% 
preferred at $110 per share, and 


to provide funds required for the 
cash adjustments in connection 
with the exchange offer. 

Upon completion of the finan- 
cing the company will have out- 
standing, in addition to the com- 
mon and preferred being offered, 
$5,275,000 of 3% first mtge. bonds, 
due 1973. The new preferred 
shares are redeemable at any time 
at $110 per share and accrued 
dividends, 





LAMBORN & CO. 


99 WALL STREET 
NEW YORK 5, N. Y. 
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The Critical Tasks Ahead 


By HON. ARTHUR H, VANDENBERG* 
U. S. Senator from Michigan 


Maintaining there is no reason why nation should not be on thresh- 
old of. great prosperity, Republican party leader asks for peace 
at home and abroad, and urges new non-punitive labor legislation 


which still protects labor’s rights 


and yet lead to greater produc- 


tivity. Favors flexible profit-sharing, and wants reduced budget. 
Asserts no nation can defend peace alone, and though praising 
United Nations, urges standing firm against unilateral disarmament. 


In these perilous times which 


require all the vision and all the 


courage we can muster, we are once more at Gettysburg with Lincoln 


that govern-. 
ment of the) 
people, for the 
people and by 
the people 
shall not per- 
ish from the 
earth. Repub- 
licanism 
—now as then 
— is not an 
end within it- 
self. It is the 
means to an 
end. 

The end is 
the healthy 
preservation 
here in the United States of free 
institutions, free enterprise and 
free men, amid a disorganized and 
distraught world not yet re- 
covered from the shock and 
wreckage of total war. The end is 





A. H. Vandenberg 





*An address by Sen. Vanden- 
berg before the Michigan Repub- 
lican Convention, Grand Rapids, 
Mich., Feb. 8, 1947. 





as he pleads® 








the restoration of those stabilities 
which shall rekindle the hopes of 
all Western democracy every- 
where that here is the true way 
of life, liberty, happiness and 
peace. 


The end is the maintenance of 
this bulwark against all the sin- 
ister forces of subversion, no 
matter how plausible their guise, 
which thrive upon chaos and 
treachery and confusion, and 
which threaten not only the free- 
doms but the very souls of men. 

The American people have 
turned to the Republican party as 
the means to these ends. We must 
not let them down. The task is 
bigger than any party. It is as 
big as destiny itself. It forecasts 
not only the kind of a country 
but also the kind of a world in 
which we shall live. 

If we concentrate upon this task, 
we shall find that we have raiséd 
standards to which men and 
women of all parties will repair. 


(Continued on page 896)~ ~ 





20% Tax Gut as Temporary Expedient Approved 


Report of Committee on Postwar 


Tax Policy, headed by Roswell 


Magill, points out further study could then be made in affording 
tax relief. Disapproves raising exemption level as causing heavy 


loss of revenue. 
business incentive. 


A. cut in federal spending and 


Scores high taxes on corporations as destroying 


reductions in personal income tax 


‘rates were called for in a report issued on Feb. 10 by the Committee 





Tax Policy. | 
The Commit- | 
tee stated fur- | 
ther that: 

“Our analy- 
sis of the fed- 
eral budget 
data indicates | 
that it would 
be possible to 





perform the) 
federal func- | 
tions ade-| 


quately in the| 

fiscal year 

- 1948 for be-| 
tween $31 and 
$32 billion.” 

The Committee said that, if the 
President’s proposed $37.5 billion 
budget were cut to $32 billion, it | 
would be possible: (1) to give 
substantial relief to individual in- 
come taxpayers, (2) to reduce the 
present $260 billion U. S. debt by 
several billions next year. 

The recommendations were con- 
tained in the Committee’s second | 
and final report, a 170-page anal-| 
ysis of the federal tax structure, 
made public today by Roswell 
Magill, former Under Secretary of 
the Treasury and professor of law 
at Columbia University, who is 
chairman of the group. 


The Committee, formed in May 
1944, is composed of five leading 
fiscal authorities, working under 
a special grant from the Maurice 
and Laura Falk Foundation. Its 
first report, “A Tax Program for 
a Solvent Amercia,” was issued in 
September, 1945, 

In the belief that the nation 
would largely complete the transi- 
tion from war to peace by mid- 
1948, the Committee said: 

“For the normal future, we sug- 
gest that there may be a choice, as 
a matter of popular will, between | 
a budget range of $25-30 billion 
and a lower range, such as $20-25 
billion. We believe that the latter | 
would be a wiser and safer range. 


Roswell “Magill 








on Postwar? 


The highest previous level of 
peacetime spending by the Federal 
government was $8.7 billion in 
1940.” 


Emphasizing the need for early 
tax relief, the Committee said: 

“Every citizen has a stake in the 
welfare of the economy. Regard- 
less of what he does or what his 
own income may be, he will be 
better off in proportion as there 
is vigor and growth throughout 
the economic svstem. 


“It is not easy to see where ade- 
quate venture capital for the fu- 
ture will come from if present tax 
rates are continued. It is not easy 
to see how a young man is going 
to earn and then save enough 
money to acquire a business of his 
own.” 


The report cautioned, however, 
that: “No matter how viewed, the 
budget is the key to tax relief.” 
The Committee said further that: 
(1) There must be total revenue 
sufficient to cover expenditures; 
(2) It is especially important to 


‘reduce the national debt during 


periods of prosperity; and» (3) 
These two goals can be attained, 
(Continued on page 899) 
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Aftermath of the 


American-British Loan 


By PROFESSOR LIONEL ROBBINS* 
London School of Economics 
Eminent British economist asserts Great Britain’s dollars will be 
very short owing to (a) commodity price rise; (b) heavy external 
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Foresees Higher Rates for Corporate Loans 


Dr. Jules I. Bogen points out continued pegged rates on govern- ® 
ment securities does not necessarily mean interest rates on cor- 
porate borrowing will be similarly stabilized. 

The cost to corporations of borrowing money is likely to rise 


over the next few years, even if interest rates on Government securi- 
ties are ef-® 





“4. Operating costs of financial 
institutions are rising. This puts 
/pressure upon them to increase 
their revenues to offset higher 
costs, as is the case with other 
businesses. Since pegged interest 
'rates on Government securities 
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Thomas F. O’Rourke 


i Inasmuch as a peak attendance is expected this year, tables are 
ing reserved. The Committee urges both members and guests to 


make their reservations early. 





William Raffel 


Presidents of the various Financial Associations, both local and 
out of town, and several members of the Securities Exchange Com- 
Mission are expected as guests of the ITA. 

The Arrangement Committee members are: Thomas F. O’Rourke, 












Central Republic Company 


(Incorporated) 


Par Value $3 Per Share 


Price $13.50 per share 





Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified 
to act as dealers in securities and in which the Prospectus may legally be distributed, 


The First Boston Corporation 


Eastman, Dillon & Co. 





Stroud & Co., Inc., Chairman; William Raffel, Raffel & Co., Co-Chair- Merrill Lynch, Pierce, Fenner & Beane 
man; Newton H. Parkes, Jr., E. H. Rollins & Sons, Inc. and James B. 
McFarland, 3rd, First Boston Corporation, Hotel Reservations; John 

- Weller, Buckley Brothers, and Al Fenstermacher, M. M. Freeman 
& Co., Tickets: Herbert H. Blizzard. Hess, Blizzard & Co., and Steven 


Massey, Battles & Co., Inc., Entertainment. 


Kidder, Peabody & Co. 
Hornblower & Weeks 






Loewi & Co. Piper, Jaffray & Hopwood 
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Chicago & Eastern Illinois Railroad 


Announcement on Feb. 6 that Chicago & Eastern Illinois would 
not pay interest due on its income 5s, 1997, resulted in a decline of 


these bonds to a price of 35's, a 
early last year. It may, therefore, 


far cry from a price of 88 reached 
be of interest to review the present 


status of Chicago & Eastern Illinois with a view to ascertaining 
whether or not present prices are more than discounting the ad- 


verse news. 


The company was one of the 
first railroads to emerge from re- 
organization under Section 77 of 
the Federal Bankruptcy Act. Re- 
fixed 


organization was drastic, 
interest debt being reduced from 
$4.2 million to $12.0 million and 
ineluding contingent debt to $25.7 
million (as of Dec. 31, 1945). Re- 
duction effected in fixed charges 
was even more striking, from 
$2.47 million to $583,000 and in- 
cluding contingent interest, but 
excluding capital fund, to $1.27 
million. 

During the 1930s gross revenues 
average about $15 million and 
rose during the war period to a 
peak of $34.1 million, contracting 
in 1946 to $24.6 million. Net avail- 
able for fixed charges during this 
period has ranged from a low of 
$884,000 in 1938 to $4.04 million 
im 1942, averaging a little better 
than $3 million during the war 





Chicago Railways 
Cons. “A” 5s, 1927 
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years, 1941-45 inclusive. Earnings 
for 1946 however, suffered a sub- 
stantial decline, a net railway 
operating deficit of $197,000 being 
shown, although after adjust- 
ments, fixed charges were covered. 
Working capital has risen only 
moderately in recent years, as re- 
cently as 1938 net current assets 
amounting to $2.91 million and at 
the end of this year, making ad- 
justments for tax carryback 
credits, working capital will be 
slightly in excess of $5 million. 


Since late 1944, when Holly 
Stover became President of the 
road, Chicago & Eastern Illinois’ 
earnings have been distorted by 
extraordinary charges incidental 
to a rehalibitation program in- 
augurated by the new President. 
Among the major improvements 
completed have been three new 
coaling facilities; a modern power 
plant at the Danville shop; re- 
moval of approximately forty 
miles of expensively maintained 
second main track in southern 
Illinois; the substitution of mod- 
ern equipment for outmoded 
equipment; installation of 122 
miles of centralized traffic con- 
trol on the important single track 
main line mileage between Clin- 
ton and Evansville in Indiana; and 
lastly disposal of such surplus real 
estate as was not required in the 
company’s operations. 

The only remaining major im- 
provements uncompleted aré two 
bridges over the Wabash ‘and 
White Rivers respectively, which 
projects would probably necessi- 
tate an outlay of around $2 mil- 
lion, and additionally an impor- 
tant line change of Evansville em- 
bodying relocation of the city’s 
passenger terminal which will 
probably cost around $750,000. 
Since Mr. Stover has proffered his 
resignation effective May 9, 1947, 
these improvements are not likely 
to be undertaken this year. In 
fact, now that the property has 
been thoroughly rehabilitated, the 
only other capital expenditures of 
any size which we can envisage— 
other than those herein outlined— 
is the purchase of new power. 
Since Chicago & Eastern Illinois 











is so dependent upon the haulage 
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for coal, no managament of this 
road is likely to look with favor 
upon instaling a _ substantial 
amount of diesel power, other of 
course than for its passenger 
trains. We would expect, there- 
fore, that any new purchases of 
power would await further de- 
velopment of the new gas turbine, 
powered with coal, which will 
make its appearance experimen- 
ae | some time in the spring of 


_ As already indicated, earnings 
in 1946 suffered a drastic decline. 
Reasons accounting for this de- 
cline, other than those affecting 
most Class I carriers, namely, an 





|18%% hourly wage increase re- 
'troactive to Jan. 1 and only a 
moderate freight rate increase ef- 
fective for the last six months of 
ithe year, stem from extraordinary 
chargeoffs. For the month of De- 


* | cember alone these charges, which 


apparently are non-recurring, to- 
tal $1.15 million. In that month, 
as compared with December the 
year previous, maintenance ex- 
penditures of Way and Structures 
amounted to $633,000 as against 
$336,000; road retirements $482,- 
000 versus $7,000; maintenance of 
equipment $492,000 versus $290,- 
000 and all other maintenance of 
equipment accounts $413,000 vers- 
us $233,000. These extraordinary 
expenditures made it possible for 
Chicago & Eastern Illinois to ob- 
tain tax carryback credits from 
the Federal Government of $1.76 
million, so that net railway oper- 
ating income for the month was 
distorted, amounting to $1.25 mil- 
lion as against $96,000 for De- 
cember, 1946. For the full year 
Chicago & Eastern Illinois re- 
ported a net operating deficit of 
$197,000 as compared with net 
railway operating income of $2.46 
million for 1945. During the en- 
tire year 1946 maintenance to 
gross revenues amounted to 39.9%, 
a substantial increase as compared 
with 34.1% shown in the previous 
year. 


If we assume that there will be 
no major distortion of earnings 
in 1947, as was the case in 1946, 
or no_ substantial increase in 
wages, earnings for this year 
might well exceed $2.5 million, of 
course giving effect to the in- 
crease in freight rates which went 
into effect Jan. 1 of this year. 

Should our estimate be realized 
these earnings would not only 
permit payment of income bond 
interest on April 1, 1948, but a 
dividend on the class A stock of 
at least $1 per share. Addition- 
ally, the bond should respond to 
speculative developments inciden- 
tal to the possible consummation 
of a merger with the Katy and/or 
the Chicago Great Western. 

Accordingly, it may well be that 
speculative selling has been over- 
done in Chicago & Eastern Illinois 
securities and present prices of 
both the income bonds at 38, as 
well as the class A stock currently 
selling at 11 may, in retrospect a 
year hence, appear to have been 
on the bargain counter. 


L. J. Whitney, Jr. Joins 
Nat’l Secs. Research 


Lewis J. Whitney, Jr. will be 
associated with Rufus Lee Carter 
in the wholesale distribution of 
National Funds sponsored by Na- 
tional Securities & Research Cor- 
poration, 120 Broadway, New 
York City, effective February 15. 

After three years with the First 
Boston Corp., Mr. Whitney joined 
Butler-Huff & Co., of Los An- 
geles in 1937 as Vice-President 
and Manager of the wholesale de- 
partment. Except for four years 
in the Army from which he 
emerged Lt. Col. (Infantry), Mr. 
Whitney has been with Butler- 
Huff continuously since that time. 
His activities there included the 
wholesaling of Axe-Houghton 
Funds and Commonwealth Invest- 


ment Co. in the Pacific Coast 
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of railroad passenger traffic, Mr. 


greatest competitive handicap te 


of railroad passenger traffic. 


Railroad Passenger Prospects 


By GEORGE A. KELLY* 
Executive Vice-President, The Pullman Company 


Calling attention to both optimism and pessimism regarding future 


Kelly outlines a proposed test of 


its potentialities, and calls for cooperation by the rail companies. 
Holds importance of passenger business to carriers has been under- 
estimated and business can be made profitable if volume is in- 
creased. Cites improvement in passenger facilities and services, 
as well as value of railroad advertising campaigns. 
superior safety of railroads and holds subsidizing of airlines is 


Points out 


rails. 


There are two schools of thought as to the income possibilities 
One group, whom we might call opti- 





that there is 
no ceiling on 
the amount of 
business 
which may be 
done by an 
industry 
which caters 
wholehear‘ed- 
ly to the pro- 
clivity of the 
American peo- 
ple to enjoy 
themselves 
and does not 
stint itself in 
publicity 
while it offers 
the excellence of products or 
service necessary to make every 
customer a booster. 

On the other hand, there are 
able and studious railroad men 
who, taking the figures of the re- 
cent poor showing of passenger 
traffic as a contributor to net in- 
come in the past, in combination 
with estimates as to probable fu- 


ture automobile, bus and plane 


*Notes of Mr. Kelly’s which 
were used as the basis for his ad- 
dress before the St. Louis Board 
of Trade, St. Louis, Mo., Jan. 





George A. Kelly 





mists, feel® me 
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travel, arrive at discouraging re- 
sults in red ink as their forecast 
of the future effect of passenger 
traffic on the railroads. 


Nobody can know for certain 
whether the optimists or the 
pessimists about this business are 
right until a thoroughgoing effort 
has been made by the railroad in- 
dustry (a) to find out how large 
this traffic can be in peacetime 
under competitive conditions, if 
it is made really attractive in 
comfort, convenience and price, 
and (b) to ascertain whether 
service can be provided to meet 
the requirements of the first ob- 
jective while still leaving a sat- 
isfactory margin of profit above 
expenses. 


Test to Be Made 


Such a test of the potentialities 
of railroad passenger traffic is go- 
ing to be made, for the expendi- 
tures already assumed by the rail- 
roads for new equipment commit 
them to the experiment. 


It is therefore necessary for the 
whole industry, equally for the 
doubters as for those who are 
sanguine, to get behind this effort 
so that the results will really be 
conclusive, which they cannot be 


(Continued on page 908) 





It is agreed by all competent 


not 
future. The 
question, 
therefore, 
arises whether 
even the most 
skillful ad- 
ministrat ion 
can cope with 
such prob- 
lems success- 
fully under 
the _ _ limita- 
tions set by 
our antiquated 
and unre- 
formed bank- 
ing system. 
The purpose 
of this paper is to indicate the na- 
ture of existing defects in the 
banking structure and to offer a 
few suggestions for improvement. 

What the Board of Governors 
of the Federal Reserve System 
thought of our banking structure 
even before the recent war is 





H. L. Reed 





comprehensively stated in the 
'Board’s annual report for the 
year 1938. This report bristles 





with such derogatory expressions 
| —___—— 

| *A paper by Prof. Reed read 
at the meeting of the American 


| Economic Jan. 24, 


Association, 
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Defects and Remedies of Banking 


By HAROLD L. REED* 
Professor of Economics, Cornell University 


Prof. Reed lists as defects of banking structure: (1) divided and 
overlapping supervision; (2) divided and overlapping authority 
for controlling general credit ‘policy; and (3) the shifting of 
deposits and reserves among banks with dissimilar reserve: re- 
quirements. Suggests as banking reforms: (1) a requirement 
that all commercial banks be members. of Federal Reserve Sys- 
tem; (2) abandoning of commercial bank chartering by Federal 
Government; (3) merger of office of Comptroller of Currency inte 
Federal Reserve System; and (4) limiting functions of Federal 
Deposit Insurance Corporation to insurance only. 


observers that unusually complex 


problems will demand the attention of our banking authorities in the 
- distant © 





as the “piecemeal” character of 
the development of the “mechan- 
ism of supervision’; the “crazy- 
quilt of conflicting powers and 
jurisdictions”; “overlapping au- 
thorities”; “gaps in authority”; 
“diffusions of supervisory respon- 
sibility.” But condemnations of 
this sort have not been any mo- 
nopoly of the Federal authorities. 
Thus, in the “Report of the New 
York Banking Board” for 1936,! 
concern is expressed over the pos- 
sibility that the Federal author- 
ities might define trade areas dif- 
ferently for purposes of extra- 
city branch banking than they 
were so defined in the Stephens 
Act of that State. After pointing 
out the strenuous effort that had 
been made to secure the “greatest 
possible degree of cooperation 
with Federal supervisory author=- 
ities,’ the New York Board con-= 
tinued as follows: 


“It has been disturbed by cer- 
tain instances which have come to 
its attention indicating a lack of 
coordination among the various 
Federal supervisory agencies and 





1See Annual Report of the Superin- 
tendent of Banks of the State of New 
York for 1936, p. 21. 





(Continued on page 906) 
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No General Price Decline 


(Continued from page 863) 


ever, an economic error. Scarcity 
of certain goods doubtless is able 
to raise, often very significantly, 
the prices of the goods concerned. 
Provided the total national out- 
put has not shrunk (this condition 
was satisfied in the United States 
during the last few years), the 
general price level can rise, how- 
ever, only if simultaneously an 
expansion occurs in the national 
supply of money. For if this does 
not happen, the rise in the prices 
of certain goods caused through 
their scarcity must reduce the 
power of people or of business 
enterprises to purchase others of 
the goods that are being produced 


and must, therefore, leave avail- 


able insufficient purchasing power 
for absorbing, at the prevailing 
prices, the total output of these 
other goods. Hence their prices 
must in the aggregate decline by 
exactly as much as the prices of 
the scarce goods will have risen 
and the general price level will 
consequently remain what it was. 


Since, therefore, the basic cause 
for the rise in the general price 
level of the country during the 
last few years was not the scarcity 
existing at that time in the sup- 
ply of many goods but the heavy 
expansion which during the war 
occurred, largely under the influ- 
ence of the enormous Federal 
deficit, in the national supply of 
circulating media, it seems cer- 
tain that the present gradual eas- 
ing of the supply and demand sit- 
uation with respect to many goods 
cannot constitute a valid argument 
for the view that from now on 
the general price level of the 
country will remain stable or will 
even decline. It is doubtless. true 
that the present expansion in the 
supply of many goods, and the ac- 
companying shrinkage in the for- 
eign demands for food exports 
from from the United States, will 
either stabilize or drive down- 
ward certain prices. On the other 
hand, any price declines thus to 
be caused will obviously enable 
people to purchase more of other 
goods and seem bound, therefore, 
to lead to a rise in the prices of 
the latter goods so that the gen- 
eral price level must be expected 
to remain What it is or, if an ex- 
eessive volume of money should 
be in circulation, even to continue 
its rise. 


The Excessiveness of the Present 
Monetary Supply 


All of this means that, in order 
to determine the probable be- 
havior of the general price level 
in the country during the next 
few months or years, it is neces- 
sary to focus the attention on the 
monetary position of the nation. 
There seems to be no doubt pos- 
sible, however, that this position 
is such as strongly to suggest a 
continued rise in most prices. 

Between the end of 1939 and to- 
day the national supply of circu- 
lating media, comprising under 
this term both hand-to-hand cur- 
rency and checking deposits, ex- 
panded from about $39 billions to 
some $115 billions or by nearly 
200%. Since during the same pe- 
riod the general price level of the 
country has risen, however, only 
by about 50% while the growth 
in the volume of the national pro- 
duction, and thereby presumably 
in the needs of people or of busi- 
ness enterprises for circulating 
media, only was similarly large, it 
is obvious that prices as a whole 
have not yet fully adjusted them- 
selves to the enormous expansion 
in the supply of circulating media 
which occurred during the war or, 
differently expressed, that a fur- 
ther substantial rise in the gen- 
eral price level must, in principle, 
be expected although this devel- 
opment would not preclude, of 
course, a decline in the prices of 
certain goods. 

What is the reason for the sur- 
prisingly small extent to which 
the heavy. increase in the na- 
tional supply of circulating media 





during the war has so far raised 
the general price level of the 
country? The answer to this ques- 
tion is in some measure supplied 
through the system of govern- 
mental price ceiling which was in 
effect up to a few months ago. Of 
far greater importance for the 
subject doubtless is, however, the 
fact that a very large proportion 
cf the new money issued during 
the war was used only once, or at 
most a few times, for making pay- 
ments and then passed into hoard- 
ing either as hand-to-hand cur- 
rency or as demand deposits 
which were being kept idle. 

Unfortunately, from the mone- 
tary statistics available it cannot 
be ascertained what part of the 
total money outstanding in the 
country is acutally being used for 
making payments and what part 
is being held as hoardings. The 
author of the present article has 
attempted to discharge this task in 
his recent book “Prices and Busi- 
mess in 1947.”* In that study the 
conclusion is reached that at the 
end of 1945 out of a total mone- 
tary supply amounting to ap- 
proximately $129 billions only 
about $39 billions were actually 
being used for making payments 
while nearly the total remainder, 
or some $86 billions, constituted 
idle hoardings. The latter figure 
has since then been reduced, 
mainly through the redemption of 
Federal debt, to some $72 billions. 

It is obvious that these hoard- 
ings, approximately one-third of 
which existed already in 1939, al- 
ways constituted, and are still con- 
constituting, ineffective purchas- 
ing power. Hence to the extent of 
the amounts concerned the in- 
crease in the national supply of 
money which occurred during the 
war was unable to raise prices. 

On the other hand, the moment 
any substantial part of the hoard- 
ings will be released, that portion 
of the total monetary. supply 
which actually circulates must 
become excessive, which deyelop- 
ment, unless counteracted by ap- 
propriate action, seems bound to 
raise the general price level of 
the country. 


The Impending Release of the 
Hoardings 

The preceding analysis shows 
that the behavior of the general 
price level in this country dur- 
ing the next few months or years 
is likely to be decided by the 
answers to the following two 
questions: First, to what an ex- 
tent will people, business enter- 
prises, or governmental bodies 
use their present monetary hoard- 
ings for purchasing goods and, 
secondly, will it be possible for 
the monetary authorities somehow 
or other to compensate the addi- 
tions to the supply of active 
money to result from this release 
of the hoardings? 


The answer to the first ques- 
tion is significantly influenced, of 
course, by the distribution of the 
hoardings over groups of owners. 
According to the calculations of 
the author, approximately $47 
billions of the funds concerned 
are being held by individual per- 
sons, including farmers, $20 bil- 
lions by business enterprises, and 
$5 billions by governmental bod- 
ies. 

The first one of these figures, 
in turn, apparently comprises 
some $16 billions of hand-to-hand 
currency and about $31 billions of 
demand deposits. That people 
should be permanently willing to 
keep idle these enormous amounts 
and thereby to forego all current 
returns on them seems out of the 
question. In fact, the accumulation 
of the funds in the form of cur- 
rency bills or of demand deposits 
makes sense only if it is assumed 
that their owners are eagerly 


waiting for the moment when; 


they can use the money for pur- 
chasing goods. 


*Publisher: The Business 
Bourse, New York, N. Y. , 








Probable 


This moment, as a rule, did not 
yet arrive during 1946, mainly be- 
cause at that time the supplies of 
durable goods as well as the vol- 
ume of residential construction 
were still greatly restricted. Since 
both of these factors seem bound, 
however, substantially to expand 
from now on, an extensive use of 
the hoardings must be expected 
for 1947 and 1948. 

: It may be asserted that $47 bil- 
lions or so of monetary hoardings 
being held by individual persons 
constitute far too large an amount 
for being spent within a year or 
two. This doubtless would be true 
if the hoardings were owned by a 
comparatively small number of 
people, say by two or three mil- 
lion. In this case the average 
holdings of each owner would 
amount to about $20,000. Since it 
seems highly improbable, how- 
ever, that more than a very few 
persons should have been willing 
to hold idle during an extended 
time so large an amount, it must 
apparently be assumed that the 
number of people owning the 
hoardings is much greater. If this 
number should amount to 15 mil- 
lion, which seems a_ reasonable 
estimate, the average holdings 
would be only about $3,000 while 
at the prices now prevailing for 
cars, other durable goods, or 
homes it can hardly be difficult 
to expend such an amount within 
a short period. 

Nor can it at present be diffi- 
cult for business enterprises and 
for governmental bodies to ex- 
pend within a year or two most of 
their hoardings, which in the ag- 
gregate amount to some $25 bil- 
lions, the expenditures in ques- 
tion mainly to be made for such 
purposes as expanding plant and 
equipment, increasing the inven- 
tories, granting credits to cus- 
tomers or, in the case of govern- 

ental bodies, erecting public 
structures and rehabilitating the 
road system of the country. 

Unfortunately, the serious ex- 
cess in the supplies of active 
money to be caused through this 
impending release of the hoard- 
ings constitutes only one of the 
factors which threaten to drive 
upward the general price level of 
the country during 1947 and 1948. 
Additional factors operating in 
the same direction are, first, the 
present tendency of foreigners 
largely to pay for the goods being 
purchased by them in the United 
States with the help of either de- 
posits now being kept idle in this 
country or gold and, secondly, the 
expansion in bank credit pre- 
sumably to be caused through 
these gold imports as well as 
through certain other factors 
which cannot be discussed in the 
space of this article. 


The Present Bearish Psychology 
of the Nation 


It has been pointed out above 
that during 1946 the restriction in 
the supplies of durable goods and 
in the volume of residential con- 
struction severely limited the use 
of the monetary hoardings. Since 
about August of last year a sim- 
ilar effect has been exercised 
through the belief prevailing 
since then among nearly all 
groups of people that a downward 
trend of most prices or even a 
certain slump in industrial opera- 
tions are-imminent. 


It is obvious that the release of 
the hoardings and the probable 
effects of this development con- 
stitute a highly technical subject, 
which has a number of times been 
discussed during the last few 
years by monetary experts but 
which was unlikely to receive 
much attention from business men 
and consumers. As a matter of 
fact, even most economists 
scarcely took notice of the sub- 
ject. Instead all of these groups 
concentrated their attention dur- 
ing 1946, and are still doing so, 
oh the expanding supplies of 
civilian goods as well as on the 
growth under way in the yelume 





of the business inventories and| 


that a continued use of the anti- 


concluded from. these develop-| inflationary instrument here re- 


ments that a decline in prices is| 


in the offing. 


This general bearish attitude of 
the American public has of late 
been substantially strengthened 
through the emphasis which is be- 
ing placed by important persons 
in the Administration on price de- 
clines as an instrument for sup- 
porting the purchasing power of 
consumers. In fact, the latter ar- 
gument has widely been accepted 
by business men and has of late 
actually led to certain reductions 
in the prices of manufactured 
goods. At the same time an ex- 
tensive withholding of orders for 
goods on the part of both pro- 
ducers and consumers has oc- 
curred which development was 
bound, of course, to intensify the 
deflationary trend. 


The space available in the pres- 
ent article makes it impossible 
adequately to discuss the subject. 
It must suffice to say that, in the 
opinion of this writer, the present 
bearish psychology of the Amer- 
ican public rests on little more 
tangible than highly superficial 
comparisons with the develop- 
ments after the First World War 
and slip shod conceptions about 
the nature of purchasing power. 
Nevertheless, for the moment the 
mental attitude here under review 
has evidently captured the nation 
and is completely neutralizing the 
various inflationary factors dis- 
cussed above or is even threaten- 
ing to throw the country into a 
general slump of business. 


On the other hand, it seems cer- 
tain that a mental attitude which, 
in substance, rests on defective 
economic views cannot last. Nor 
is a slump of business brought 
about by a mental attitude of this 
type likely to continue during an 
extended time. As a matter of 
fact, all of the persons now fore- 
casting declining prices and con- 
tracting industrial operations are 
in agreement that these develop- 
ments will be moderate as well as 
short-lived. Sooner or later, pre- 
sumably rather soon, the powerful 
constructive forces underlying the 
present economic situation, prin- 
cipally the enormous excess in the 
supply of circulating media, the 
vast accumulation in the needs of 
people and of business enterprises 
which occurred durimg the war, 
and the related heavy aceumula- 
tion in liquid assets, seem bound 
to gain the upper hand and to set 
under way an expansion in indus- 
trial operations as well as a new 
rise in prices as a whole. The 
moment these changes will occur 
business enterprises and consum- 
ers are likely, however, to use 
on an extensive scale their pres- 
ent hoardings for purchasing 
goods while the outcome of this 
development, and of the impend- 
ing gold imports or of the accom- 
panying expansion in bank credit, 
presumably will be a sharp up- 
ward pressure on the general 
price level of the country. 


The Difficulty of Applying Effec- 
tive Anti-Inflationary Measures 


What are the prospects for a 
success of measures to be under- 
taken for stemming the inflation- 


rary tide thus to be released? 


About the nature of such meas- 
ures little doubt can exist. They 
will principally comprise a con- 
tinued redemption of the Federal 
debt, in the main of that held by 
the banks, and extensive sales of 
government securities by bank- 
ing institutions to private inves- 
tors. For both of these develop- 
ments would reduce the volume of 
the money actually in circulation 
and would offset thereby the ef- 
fects of the hoardings to be re- 
leased as well as of the impending 
gold imports and of the new bank 
credits. 

Since the extensive redemption 
of the Federal debt undertaken 
during 1946 has by now reduced 
the Treasury balance, in sub- 
stance, to the minimum amount 
necessary for the eurrent activ- 


ities of the agency, it is obvious 





ferred to presupposes an excess in 
the current receipts of the Treas- 
ury over the cash expenditures. 
In view of the apparent determi- 
nation on the part of Congress at 
once significantly to reduce in- 
come taxes, it seems very doubt- 
ful, however, whether such an ex- 
cess will be available during the 


next 18 months or so. Certainly, 
it would not amount to more than 
one or two billion dollars per year, 
which sum would by no means 
suffice for counterbalancing the 
impending release of the hoard- 
ings and the other inflationary 
developments. 

Hence the chances of preventing 
a substantial rise in the general 
price level of the country seem 
entirely to depend on the possi- 
bility of transferring during the 
next 18 months or so to private 
investors a substantial part, say 
altogether 20 or 30 billion dollars, 
of the government securities now 
being heid by the banks. It is 
obvious that such a transfer would 
strain the capital markets of the 
country. On the other hand, the 
degree of this strain, and thereby 
the prospects for a success of the 
total measure, can be decided only 
after a detailed analysis has been 
undertaken of the relation which 
is likely to exist during the next 
18 months or so between the sup- 
ply of and the demand for capital 
funds in the United States. 





Phillips Director of 
Kalamazoo Veg. Parchment 


Spencer Phillips, of Kalb, Voor- 
his & Co., New York investment 
brokers, has been elected a direc- 
tor of the Kal- . 
amazoo Vege- 
table Parch- 
ment Co., 
American and 
Canadian pulp 
and paper 
ma nutacturer 
and converter. 
Mr. Phillips is 
a dimector of 
Financial In- 
dustrial Fund. 
The Kalama- 
zoo Vegetable 
Parchment 
Co.’s Michigan 
plant has been 
termed “The 
World’s Model Paper Mill.” At 
Espanola, Ontario, the company 
recently completed a $12,000,000 
model pulp mill. Also elected to 
the board at the annual meeting 
held at Kalamazoo, Mich., were 
John C. Wood and William J. 
Lawrence, both of Michigan. 


W. V. Carroll With 
Shields in Chicago 


CHICAGO, ILL.—W. V. Carroll 
has become associated with 
Shields & Co., 135 South La Salle 
Street, members of the New York 
Stock Exchange and other ex- 
changes. Mr. Carroll was formerly 
with the Chicago Title & Trust Co. 


Charles H. Stix Dead 


Charles H. Stix, retired invest- 
ment broker, died at the age of 
sixty-six after an illness of Sev- 
eral months. He had not been 
active in business since his retire- 
ment in December 1945, although: 
he maintained an office at 509 
Olive Street, St. Louis. Prior to 
establishing Stix & Co. with a 





Spencer Phillips 














brother, the late Harry F. Stix, 30 
years ago, he was in the leather 
business. He was one of the orig- 
inal founders of the Boy Scout 
movement in St. Louis and served 
as a member of the Executive 
Committee of the Boy Scouts’ 





Council sinee its inception. 








878 








THE COMMERCIAL & FINANCIAL CHRONICLE 





Thursday, February 13, 1947 











Mutual F unds 














—__—_- 


By JOHN DEAN 


“They all look the same to me’ 


’: Just this could be said by an in- 


vestor in automobile shares! The mythical man created by Hugh W. 
Leng & Co. wondered about such shares; he could not decide which 
company would represent the best long-term investment. Examining 
the past made this clear. All automobile corporations have not pros- 


pered, and some have vanished into thin air. 
_tain of the results of your invest- 
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You could not be cer- 


ment in automobile shares years 
ago, and you cannot be certain 
today. Some will outstrip others. 
For this reason a person should 
buy more than one issue, and how 
asks the brochure of Hugh W. 
Long, can this be better accom- 
plished than by purchasing shares 
of many companies, manufactur- 
ers, accessory makers, tire com- 
panies all well selected by a wise 
management? They present Au- 
tomobile Industry Series with its 
well-chosen list. 


Sixty-Eighth Consecutive 
Quarterly Dividend Paid 


The 68th consecutive quarterly 
dividend of Wellington Fund 
shares was paid on Dec. 27, 1946. 
Dividends for 1946 amounted to 
$1.30 per share. Assets of the Fund 
rose from $26,911,309 on Dec. 31, 
1945 to $36,535,644 on Dec. 31, 1946. 
This Fund’s literature _ stresses 
the fact that asset value plus ac- 


cumulated distribution has shown’ 


a steady increase for the past ten 
years ... that not only is broad 
diversification offered the inves- 
tor, but redemption privileges are 
available to shareholders . . . that 
shares can be turned into the Fund 
for cash liquidation value on any 
day on which the Stock Exchange 
is open .. . and that since market- 
ability is one of the requisites of 
good investments this is an added 
advantage. 


Good Prospects in Chemical 
Shares 

Says Chemical Shares: Because 
the Chemical Industry is one of 
outstanding growth, shares of 
Chemical companies usually have 
a high rating. This industry serves 
practically all other industries. 
Furthermore, its plants can be 
adapted to making a wide variety 
of products. The income from 
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these corporations is likely to in- | will provide investors with secur-} 


crease with their output, and the | 
margin of profit on sales is not 
likely to decrease. Yet to find the} 
one fastest’ growing company is 
almost impossible. For this reason, 
Chemical Shares offers a well- 


selected diversified list of hold- | 


ings in chemical companies. 


Tax Problems of Last Year 
Overcome 


The annual reports of American 
Business Shares, inc. anda Aifni- 
ated Fund, Inc. show that they are 
now free of the tax problems 
which beset them last year. These 
minor, but irritating differences 
have been ironed out. The use ot 
two different methods had been 
the principal réason for the slight 
difficulties. Likewise the unamor- 
tized discount and expense on the 
books of Affiliated Fund, Inc. and 
the change in method of accruing 
dividend income on the books of 
American Shares, Inc. are now 
vexatious questions of the past. 
Officers of both companies decided 
to get all problems behind them 
so that the source of dividends in 
the future will be clearer to every 
one. This they have accomplished. 


Company Intends to Distribute 
Taxable Net Income Each Year 


Union Trust Funds, an open end 
diversified management invest- 
ment company, intends to distrib- 
ute annually all of its taxable net 
gains, including capital gains if 
realized. 


Lord, Abbett Group of 
Investing Companies 

Lord, Abbett .& Co. are. cur- 
rently pointing out the wide range 
of investment possibilities in -the 
various funds they sponsor. Here 
is their summarization: 

American Business Shares is 
made up of a diversified list of 
bonds, preferred stocks, and com- 
mon stocks, all are income pro- 
ducing. 

Affiliated Fund consists of prin- 
cipally common stocks. 

Unien Common Stock Fund’s 
portfolio is made uv of common 
stocks all of which pay dividends. 


Union Preferred Stock Fund 
have assets in preferred shares 
selected for above-average appre- 
ciation and income possibilities. 


Union Bond Fund A, only bonds 
which because of their stability 


American Business 
Shares, Inc. 
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ity and stability. 

Union Bond Fund B, purpose of 
‘this fund is to provide investors; 
with a security which offers good | 


income and relative stability of, 


| principal. 
Unien Bond Fund C invested 
only in bonds. To provide inves- 
tors with a.security which coffers 
above-aveiage income and possi- 
bilities of appreciation. 


Railroad Equipment Shares 
Will Be in Demand 


As Distributors Group sees it: 
Railroad trafiic will be great. 
Railroad equipmert must be 
bought. Although the coal-car situ- 
ation is bad it has received little 
publicity. These cars are required. 
Up to date, one problem has been 
the difficulty that existed in se- 
curing steel. Steel will likely be 
available in May or June. Rail- 
read Equipment Shares with its 
diversified list.is in line to benefit 
correspondingly. 


Assets Over $160,000,000 


On Dec. 31, 1946, the combined 
assets of the ten Keystone Funds 
amounted to over $160,000,000. 
Reports of the sponsors cite an 
unusual growth in the value oi 
some of these funds. It is revealed 
that total net assets of the Series 
“Bl” Fund amounted to $7,714,- 
852 at the close of 1946 compared 
with $4,548,305 at the end of 1945. 
The purpose of this fund is to pro- 
vide an investment medium hav- 
ing the characteristics of high- 
grade bonds. Regular semi-annual 


ineome were paid. 


Merkel Secretary of 
Securs. Administrators 


The Executive Committee of the 
National Association of Securities 
Administra- 
tors has an- 
nounced the 
appointment 
of James F. 
Merkel, Chief 
of the Ohio 
Division of 
Securities, as 
secretary of 
the National 
Association 
for the year 
1947. In addi- 
tion, Commis- 
sioner Merkel 
will edit the 
monthly pub- 
lication of the 








James F. Merkel 


Association. 

D. D. Murphy, Securities Com- 
missioner of South Carolina, is 
President of the organization, the 
membership of which is composed 
of 47 State “Blue Sky” Adminis- 
trators. Harold Johnson, Securi- 
ties Commissioner of Nebraska is 
Vice-President, and Morris Hud- 
son, Commissioner of Oregon, is 
Treasurer of the organization. 

SS ee 


Through Burton, Cluett 
Gerard S. Smith, member of the 
New York Stock Exchange, will 


henceforth conduct his business 
through Burton, Cluett & Dana, 
members of the New York Stock 
Exchange with. offices in New 
York and Philadelphia. 
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Man’s 
Bockshelf 


Analysis of Railroad Opera- 
ations — Joseph L. White — Sim- 
mons Boardman Publishing Co., 
30 Church Street, New York, 
N. Y.—cloth—$5:00 
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Big 4 in Germany, The—David 
L. Glickman—National Planning 
Association, 800 Twenty-first St., 





N. W., Washington 6, D. C.—pa- 
per—50¢ 
National Labor Policy, A— 


Harold W.. Metz and Meyer Ja- 
cobstein—The Brookings Institu- 
tion, Washington, D. C.—paper 





1947 Outlook for Airline Com- 
nanies, The—E. W. Axe & Co., 
Inc., 730 Fifth Avenue, New York 
19, N. Y.—paper—50¢ (25¢ to pub- 
lic libraries and nonprofit insti- 
tutions) 





Strenuous Life, The—The ‘“Oys- 
ter Bay” Roosevelts in Business 
and Finance—Wm. T. Cobb—Wil- 
liam E. Rudge’s Sons, New York, 
N. Y.—cloth—$5.00 : 





Tax Program for a Solvent 
America, A—Committee on Post- 
war Tax Policy—50 West 50th 
Street, New York, N. Y.—paper. 





United States Government Se- 
curities and the Money Market— 
Review of 1946 and Outlook for 
1947—Bankers Trust Co., New 
York, N. Y.—paper 





Year Book of Railroad Infor- 
mation, A—1946 Edition—Eastern 
Railroad Presidents’ Conference, 
3 pees Street, New York 6, 


Columbus Stock & Bond 
Club Is Organized 


COLUMBUS, OHIO—The First 
Columbus Stock and Bond Club 
was organized at a special meet-, 
ing at the Ft. Hayes Hotel on Jan- 
27. More than 80 securities men 
attended the meeting and sponsors 
of the organization are certain it 
will soon have a paid member— 
ship of more than 100. 


Officers. of the new Club are: 
Leland Walters, Vercoe & Co., 
President; Jack Harris, The Ohio 
Company, Secretary - Treasurer; 
Paul Carey, Huntington National 
Bank, Vice-President; and Ray M- 
O’Connor, Otis & Co., Harris H- 
Wood, Paine, Webber, Jackson & 
Curtis, Todd Cartwright, Sweney,. 
Cartwright & Co., and Jack Nida, 
Merrill Lynch, Pierce, Fenner & 
Beane, trustees. 


The Constitution adopted by the 





meetings a year at which it is 
planned to combine a _ social 


sion of investment problems by 
outstanding authorities. 

Ewing T. Boles, The Ohio Com- 
pany, Chairman of the Ohio Val- 
ley Group of the Investment 
Bankers Association,, was prin- 
cipal speaker at the organization 
meeting. In his address Mr. Boles 
emphasized the importance of 


economy and urged the invest- 
ment men to become more vocal 
in asserting their economic views. 


Joseph M. Vercoe, of Vercoe 
& Co. headed the committee which 
organized the new Club. 

Pictures taken at the meeting 





issue of the “Chronicle.” 


Club calls for a minimum of four: 


gathering with a serious discus— 


sound financing in the national- 


appear on page 880 of today’s 
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Buying Power—Key to Sustaining Prosperity 


(Continued from page 872) 
insiae ihaa the best trained crew 
of salesmen can open from the 
outside. 

In recent years economists /have 
devised ways to measure this re- 
lationship for the country as a 
whole. Using nat:on-wide figures 
for retail stores and the disposable 
income of individuals, they have 
been able to trace in actual dol- 
lar volume the changes that ac- 
company a rise or fall in the na- 
tional income. I will not burden 
you with any elaborate calcula- 
tions. Suffice it to say that over 
athe 20-year period, 1922-1941 a 
10% increase in the disposable 
income of individuals was ac- 


‘companied by about a 12% in- 


For. wo- 
accessory 


screase in retail - sales. 
men’s apparel and 


‘stores the figure was about 14%. 


Purchasing Power Vital 


So it is easy to see that even the 
most successful retailér has a vital 
stake in the nation’s purchasing 
power. To those numerous con- 
cerns that operate near the mar- 
gin, volume is a matter of life or 
death. 


Only a few days ago I saw a 
reference to a survey conducted 
by the National Retail Dry Goods 
Association which indicated 
clearly that consumers today “are 
expecting lower prices and im- 
proved quality of merchandise.” 
And I think it was Mr. Lew Hahn, 
President of the Association, who 
said, “We believe the public must 
get the goods it needs at proper 
prices.” 

It would be fortunate if we 
could weave a national economic 
pattern into which there would 
be a proper blending of purchas- 
ing power ample to sustain the 
present volume of retail’ sales, 
with a competitive price structure 
based on mass production. It 
would naturally fcllow that the 
producer would make the profits 
mecessary to sustain full produc- 
tion and maintain full employ- 
ment. 

Vision is not an easy word to 
define, but it is easily recognized. 
This dinner, like the magnificent 
new home of Lane Bryant on 
Fifth Avenue, is a well-deserved 
recognition of the very thing that 
I am talking about. For the story 
of Lane Bryant is more than a 
remarkable saga of business suc- 
cess. It is a story which had its 
beginning 46 years ago in the 
courageous initiative and vision 
of a young widow, who pawned 
her wedding earrings to open a 
little shop on upper Fifth Avenue. 

There are a number of signzifi- 
cant dates in the long history of 
Lane Bryant, but each of them 
has been marked by the same dis- 
play of initiative, leadership and 
vision. In 1890 no one could have 
prophesized the turn of events we 
are celebrating here tonight, but 
of this much we can be certain— 
there was no place in that suc- 
cess story for backward thinking. 
And unless I misread the history 
and spirit of America, there is no 
room for such thinking today. 

During the war this Nation was 
able to superimpose a 60-billion- 
dollar job of war production on a 
civilian economy which accounted 
for consumer goods and services 
totaling close to 100-billion dol- 
lars yearly. And we achieved this 
miracle of production with some 
12 million young, able men and 
Women serving in the armed 
forces. 

Certainly that record holds the 
Promise of peacetime living 
Standards far higher than we have 
ever known before—provided we 
ean keep our economic balance. 

I do not know exactly how 

rge our national income can or 
Should be in the months and years 

d. But there are encouraging 
indications that the physical fac- 
tors point to record civilian pro- 
duction and consumption: And 
this, of course, demands greater 
real purchasing power, mass pur- 
chasing power, whether it is ex- 





pressed as increased wages, or 
lower prices, or, as the President 
Suggests, a combination of both. 

There is nothing mysterious 
about these facts—both manage- 
ment and labor are familiar with 
this general picture. It has pro- 
vided an economic backdrop ‘for 
most of the industrial disputes 
since V-J Day and to some extent, 
the problem is still with us. 

Let me cite some figures which 
bear directly on this central ques- 
tion. Weekly earnings of the av- 
erage factory worker were nearly 
twice as much in December, 1946, 
as in August, 1939. Corporate 
profits, both before and after 
taxes, are about three times as 
great as in 1939. But prices have 
risen about 80% and living costs 
more than 50%, above the pre- 
war level, so that the purchasing 
power of both the wage dollar 
and the profit dollar has been 
diluted. The $46 weekly take-home 
pay of the average factory worker 
in October, 1946, bought only 
about as much as the $35 he re- 
ceived in April, 1942. 


Year 1939 No Medel 


We must remember that 1939, 
though it is a convenient statis- 
tical base to figure from, was cer- 
tainly no model for a full employ- 
ment economy. In 1939 we had 
8 million unemployed. In_ 1939 
farm prices were still depressed. 
In 1939 business profits and 
prospects were uneven and un- 
certain. We can be neither sur- 
prised nor complacent because 
1947 looks much better. The ques- 
tion is not how to get back to 
1939, but how to maintain the full 
employment of 1947. 

In the recent past, rising prices 
have outrun purchasing power, so 
there is some question whether 
consumers can continue to absorb 
the large volume of goods and 
services now being produced. 
Furthermore, with the same le 
of employment in 1947 as in 1946, 
national production may be ex- 
pected to rise by 3 to 5%, because 
of increased productivity, that is, 
output per manhour of labor. To 
maintain full employment in 1947, 
we must not only maintain pur- 
chasing power, but increase it by 
enough to provide a market for 
the increased production. This is 
to say, prices must be reduced or 
incomes raised, or both. 


Can Have Lower Prices and 
Higher Incomes 


Actually, I believe that we can 
look forward to both lower prices 
and higher incomes. It is my firm 
conviction that genuine collective 
bargaining can and should play 
an important part in this healthy 
process. 

Today both labor and manage- 
ment are getting better acquainted 
with this complicated economy of 
ours and the relationship between 
its closely integrated parts. Both 
labor and management are stead- 
ily broadening their grasp of eco- 
nomic realities. More and more 
they are recognizing the need for 
a proper economic balance. That 
is a most encouraging develop- 
ment, because collective bargain- 
ing offers one of the soundest and 
most democratic means of find- 
ing collective prosperity. In this 
connection, I would like to re- 
mind you that America’s history 
includes about a score of depres- 
sions, boom and bust periods. 

While economists and historians 
do not always agree on what 
caused these recurrent attacks, 
they do agree on one fact. No 
major depression has been due to 
the fact that the wage and sal- 
aried workers of this country re- 
ceived too large a share of the na- 
tional income. 

Nor do I bel'eve that real col- 
lective bargaining will upset our 
economic apple-cart during 1947. 
For one thing, the fact that we 
were able to come through the 
troubled en? uncertain period of 
reconvers'*- ‘without a sharp 
downswing is highly encouraging. 


| Despite prolonged and disturbing 

industrial conflicts during the 
months when we were carrying 
| Out the tremendous task of mili- 
| tary and industria] demobilization, 
| total unemployment never reached 
13 million. Today both employ- 
| ment and production are at record 
peace-time levels. 

This indicates that even in the 
troubled field of industrial rela- 
tions, the vast majority of union 
contracts were negotiated or re- 
newed without any break in pro- 
duction. Moreover, and this is 
very important, war-time con- 
trols which were of necessity im- 
posed on both labor and manage- 
ment, had limited or largely re- 
placed the collective bargaining 
process. Inevitably both sides 
tended to carry their disputes to 
the highest tribunal, the National 
War Labor Board. 

Today there are several pro- 
posals before the Congress to cre- 
ate somewhat similar machinery 
for settling labor disputes. These 
proposals would set up a super- 
mediation board, either within 
the Department of Labor or out- 
side it. 


Cenciliation Machinery 


Before discussing the merits of 
such a proposal, I would like to 
tell you a little about the existing 
machinery for handling industrial 
disputes. I refer, of course, to the 
United States Conciliation Serv- 
ice. During the last year our Con- 
ciliators, under the able direction 
of Edgar L. Warren, aided in the 
peaceful settlement of 13,000 in- 
dustrial disputes. Our records 
show that in 90% of the disputes 
in which we were called before 
work had halted, no stoppage oc- 
curred. 

Last year we aided in the set- 
tlement of 3,400 strikes. Of these, 
64%—almost 2 out of 3—had be- 
gun before either of the parties 
called for the services of a con- 
ciliator. 

That is an impressive record. 
Most important of all is the fact 
that these settlements were 
reached by voluntary methods of 
conciliation and mediation. The 
Conciliation Service issues no 
mandates, orders or decrees. Their 
work is essentially a continuation 
of the collective bargaining pro- 
cess, carried on with the help of 
an impartial moderator, who is an 
expert in industrial relations. 

Free collective bargaining does 
impose serious responsibilities on 
both labor and management. Un- 
less I misjudge the calibre and 
democratic purpose of these two 
groups, they will meet that re- 
sponsibility without coercion or 
compulsion from Government, 

Nor do I believe that the crea- 
tion of any over-all board will 
facilitate this process. On the 
contrary, the very existence of 
such a board would undermine or 
destroy the effectiveness of norm- 
al collective bargaining, including 
the very useful work of the Con- 
ciliation Service. Inevitably, both 
management and labor would 
tend to by-pass the existing ma- 
chinery for settling disputes in 
order to appear before the super- 
poard. That is a perfectly natural 
human reaction—we saw it hap- 
pen over and over during the war, 
when both sides were eager to 
have “their case” settled by the 
National War Labor Board. As 
a result, the Board found itself 
with a tremendous burden and a 
huge back-log of cases. 

After V-J Day, when the wage 
stabilization policy was changed 
and numerous controls were 
lifted, the War Labor Board 
turned back its case-load to the 
parties for settlement. More than 
3,000 disputes were left to collec- 
tive bargaining and the over- 
whelming majority were settled 
peacefully—even during the re- 
conversion period with all its ten- 
sion and uncertainty for workers 
and employers alike. ‘ 

There is another reason why I 
am opposed to the creation of a 








| board which would mediate dis- 
| putes covering the vast range of 
American industry. The problems 
| which arise are too varied and 
complex for any single board to 
handle—they simply would not 
have the technical competence, 
the intimate knowledge required 
for sound, impartial judgments. 

_ This does not mean that ex:st- 
ing mediation machinery is per- 
fect or that existing labor laws 
are sacrosanct. It does mean that 
proposed changes, direeted pri- 
marily at the immediate postwar 
period, should be examined very 
carefull y— especially those 
changes which would call for 
compulsion. Compulsion sets a 
dangerous peace-time precedent 
which neither management nor 
labor want any part of. 

There is a further point that de- 
serves emphasis here. Industrial 
relations are not carried on in a 
vacuum and the problems which 
arise cannot be settled in an 
ivory tower. Men bring to the 
bargaining table the hopes and 
fears, the ambitions and preju- 
dices, that surround their daily 
lives. 

Local Settlements 

Very often industrial disputes 
have their roots in community 
problems and for that reason they 
should be settled where the dis- 
putes take place. I am sure all of 
you in this audience have served 
on various boards and committees 
which dealt with local issues and 
you know from experience the 
degree of understanding and tol- 
erance which this procedure de- 
mands. 

Before I leave this subject, I 
want to mention one other serv- 
ice which the Department of La- 
bor makes available to employers 
and employees. The Conciliation 
Service has recently set up a 
panel composed of 26 men who 
are outstanding in the field of in- 
dustrial relations. These men 
have agreed to act as mediators 
in cases involving the national 





interest, working either as indi- 
viduals or as members of a two 
or three man group. Their wide 
knowledge and long experience 
are available whenever we feel 
there is necessity for a tri-partite 
approach. This, too, is a voluntary 
approach, a further extension of 
free collective bargaining. If this 
approach lacks the dramatic ap- 
peal of a mandatory decree, it, 
also, avoids the dangers inherent 
in compulsion. 

Now that the difficult period of 
reconversion is behind us, there 
are many signs that point to bet- 
ter weather along the industrial 
front. It would be hard to find a 
more concrete example than the 
recent decision to extend the 
present contract between the U. S. 
Steel Corporation and some 150,- 
000 steel workers. 


Problem of Keeping Economy 
in Balance 


In stressing the value of real 
collective bargaining, I want to 
remind you that so far no econ- 
omist or financier has been suf- 
ficiently wise to draw or even 
suggest a plan that will keep all 
phases of the economy in balance. 
We do have a reasonably clear 
understanding of the factors that 
cause “Boom and Bust.” We have 
more vital statistics about our 
economy and they are well 
known. Many of us recognize the 
need for restraint, for tolerance 
and understanding, but there is 
no authority to enforce such re- 
straint upon our citizens in time 
of peace. 

We realize the danger that in- 
dividuals or groups anxious to 
“make a killing” may commit ex- 
cesses in disregard of sound eco- 
nomic principles, may set in mo- 
tion the sinister forces which 
could dive us on to “Boom and 
Bust.” Just as we know that the 
boom which now rides on the 
coat-tail of inflation was held in 
check by arbitrary war-time con- 
trols. We accepted these controls 
in order to win a world war, but 





we were fighting for human 
freedom and human rights. Ef- 


forts to impose similar regulatory 
measures in  peace-time run 
counter to our democratic tradi- 
tions—even when such measures 
are aimed at preventing excesses 
which may sow the seeds of fu- 
ture depression. 

We prefer to rely on the volun- 
tary use of knowledge acquired 
through bitter experience. Today 
we are calling upon labor and 
management to exercise both vis- 
ion and restraint. We are asking 
them to look farward to the goal 
we all seek—full, sustained pro- 
duction and fair distribution with- 
in the framework of our dynamic, 
freedom-loving society. Now, 
more than ever, that obligation 
lies upon all of us—industry, 
agriculture, labor and a Govern- 
ment dedicated to the common 
good. 


Morgan Stanley & Co. 
To Admit GC. Stanley 


Morgan Stanley & Co., 2 Wall 
Street, New York City, have made 
application to the New York Stock 
Exchange for 
the admission 
of Clarance 








ner of the 
firm on Marc 
1, 1947. 
Mr. Stanley 
resigned yes- 
terday as 
Chairman of 
the Executive 
Committee 
and Director 
of Mellon Na- 
tional Bank & 
Trust Co, 
Pittsburgh. 
Mr. Stanley, a brother of Harold 
Stanley, senior partner of the 





Clarance 


Stanley 





firm, attended Yale University 
and served with the U.-S. Naval 
Aviation Corps during the fifst 
World Warf. He began his bank- 
ing career in 1919 at the National 
Commercial Bank, Albany, N. Y¥. 
in 1924, he joined the bond de- 
partment of the Union Trust Co. 
of Pittsburgh and became its 
President in 1937. He was one of 
the prime movers in the merger 
of the Union Trust Co. and Mellon 
National Bank and when they 
were merged in September 1946 
‘he was elected Chairman of the 
Executive Commission. 


Charles Leefe Is With 
Laidlaw & Go. Dept. 


Laidlaw & Co., 26 Broadway, 
New York City, members of the 
New York Stock Exchange and 
other leading exchanges, an- 
nounce that Charles C. Leefe has 
become associated with the firm 
in the municipal bond department, 
Mr. Leefe was formerly with 
Gruntall & Co. Prior thereto he 
was with Content, Hano & Ca. 
and B. J. Van Ingen & Co. and 
was a partner in Gibson, Leefe & 
Co. 


Townsend, Graff Adds 
Ben Kessler to Staff 


Townsend, Graff & Co., 15 Broad 
Street, New York City, members 
of the New York Stock Exchange, 
announce that Ben Kessler has 
become associated with the firm. 
Mr. Kessler has recently been 
with Lewisohn & Co. and Richard 
K. Kaufmann, Alsberg & Co. 


Herbert Smith Dead 
Herbert Dix Smith, head of 
Hartman, Smith & Mann, New 














York City investment counsellors, 
died at his home at the age of 54. 
After serving in the first world 
war, Mr. Smith entered the stock 
brokerage business and he had 
been connected with several firms 





before forming his own last fall. 
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Columbus Stock and Bond Club Organized 


a a is He 


Hoyt B. Mahon, Jr., First Cleveland Corp.; John E. Samuel and Ernest Carl, 
The Samuel & Engler Co.; Fred J. Kaufman, Bache & Co.; Edwin Schneider and 
Walter M. Zuber, W. M. Zuber & Co. 


2 (New Officers of the Club): Ray M. O’Connor, Otis & Co., and Harris H. Wood, 
Paine, Webber, Jackson & Curtis, trustees; Jack Harris, The Ohio Company, Sec- 
retary-Treasurer; Leland A. Walters, Vercoe & Co., President; Todd Cartwright, 
Sweney, Cartwright & Co., and Jack Nida, Merrill Lynch, Pierce, Fenner & Beane, 
Trustees. 


Edgar S. Noland and George Hendrix, The Ohio Company; Howard Samuel and 
hoa Hamilton, The Samuel and Engler Co.: Henry Weisenbach, Ball, Burge & 
raus, 


* Joseph M. Vercoe, James F. Crum, J. J. Stevenson and R. P. Lucas, 
Vercoe & Co.; Harold J. Roberts, Merrill Lynch, Pierce, Fenner & Beane, 


¢ 


Will Carr, The Ohio Company; Phil Hampton, Huntington National Bank; 
Warren Merrick and John McCabe, McDonald & Co. 


Todd Cartwright, Sweney, Cartwright & Co.; Ewing T. Boles, The Ohio Com- 
pany; Joseph M. Vercoe, Vercoe & Co.; Jack Nida, Merrill Lynch, Pierce, Fenner & 
ebag John A. Albin, The Ohio Company; Herman J. Engler, The Samuel & Engler 

oO. 


Dennis E. Murphy, Roy Swabby, George Scully and Frank Anderson, all of The 
Ohio Company. . 


(Facing Camera): Bert C. Linder, The Ohio Company; Greenville T. Pace W. Jack Richards | : aie ¥ 
; : he ; . , . on, E. H. Rollins & Sons: . Ri i a 
Preeti Roi ws Harris H. Wood, Paine, Webber, Jackson & Curtis; Ralph Elam, pany; Henry T. McKee, E. H. Rollins & ean: Leland * Walters Ve rk te 
eney, Cartwright & Co., and Harold Haughton, The Ohio Company. Walter Schwartz, Fullerton & Co, ie ; Wiigices x4) 
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R. Victor Mosley, Stroud & Co., Inc., Philadelphia, President of the National 
Security Traders Association; Paul Yarrow, Clement, Curtis & Co.., Chicago, Firsi 
Vice-President of the NSTA; Paul I. Moreland, Moreland & Co., Detroit, Second 
Vice*President, NSTA; Edward H. Welch, Sincere & Co., Chicago, Secretary, NSTA; 
Kermit B. Sorum, Allison-Williams Company, Minneapolis, President of the Twin 
City Bond Traders Club; Michael J. Heaney, Joseph McManus & Co., New York, 
President of the Security Traders Association of New York; Charles J. Rieger, Jamie- 
son & Co., Minneapolis, Entertainment Committee; Howard Morton, McMaster 
Hutchinson & Co., Chicago, President of the Bond Traders Club of Chicago. 


John J. Delaney, Delaney & Co., Minneapolis; C. J. Rieger, Jamieson & Co., 
Minneapolis; Robert Strauss, Strauss Bros., Inc., Chicago; Walter Space, Woodard- 
Elwood & Co., Minneapolis; Milton J. Isaacs, Straus & Blosser, Chicago; C. Daniel 
Mahoney, C. D. Mahoney & Co., Minneapolis; Fred Johnson, Cruttenden «& Co., 
Chicago; Fred Casey, Doyle, O’Connor & Co., Chicago; Bvron Kairies, Merrill Lynch, 
Pierce, Fenner & Beane, Minneapolis; K. B. Sorum, Allison-Williams Co., Minneap- 
olis; Irving Rice, Irving J. Rice & Co., St. Paul. 


_ Fred Casey. Doyle, O’Connor & Co., Chicago; Fred Johnson, Cruttenden & Co., 
Chicago; Henry Oetjen, McGinnis. Bampton & Sellger, New York; Wm. Laughlin, 
Bull, Holden & Co., New York; Herman Zinzer, Dempsey-Tegeler & Co., St. Louis; 
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Twin Cities Bond Traders Annual Winter Dinner 


Edw. J. Kelly, Carl M. Loeb, Rhoades & Co., New York; C. J. Rieger, Jamieson 
& Co., Minneapolis; Stephen Turner, Turner-Poindexter & Co., Los Angeles; John J. 
Delaney, Delaney & Co., Minneapolis: Irving J. Rice, Irving J. Rice & Co., St. Paul; 
Kermit B. Sorum, Allison-Williams Co., Minneapolis; Donald R. Muller, Harris, Up- 
ham & Co., Chicago; Howard Morton, McMaster Hutchinson & Co., Chicago; Lester 
B. McElhiney, Loewi & Co., Milwaukee; William P. Springer, Carl Marks & Co., 
Chicago; Richard Gottron, Guottron, Russell & Co., Cleveland: Walter Space, Wood- 
ard-Elwood & Co., Minneapolis; Howard Eble, Wm. J. Mericka & Co., Cleveland; 
C. Daniel Mahoney, C. D. Mahoney & Cr., Minneapolis; James C. Vacha, Bennett, 
Spanier & Co., Chicago; Maynard Rue, J. M. Dain & Co., Minneapolis. 


Alphonse J. Grun, First National Bank of Minneapolis; L. B. Carroll, Prescott, 
Wright, Snider Co., Kansas City; Milton J Isaacs, Struus & Blosser, Chicago; Robert 
Strauss, Strauss Bros., Inc., Chicago; Howard Morton, McMaster Hutchinson & Co., 
Chicago; R. Victor Mosley, Stroud & Co., Chicago; Edward H. Welch, Sincere & Co., 
Chicago; Frank Roos (after-dinner speaker); Kermit B. Sorum, Allison-Williains Co., 
Minneapolis; C. J. Rieger, Jamieson & Co., Minneapolis: Paul Moreland, Moreiandd 
& Co.. Detroit; Paul Yarrow, Clement, Curtis & Co., Chicago; Bernard Dechcine, 
J. M. Dain & Co., Minneapolis; Leo Quist, Harold Wood & Co., St. Paul; Ludwelil 
Strader. Scott. Horner & Mason, Lynchburg, Va.: Irving J. Rice, Irving J. Rice & Co., 
St. Paul: William W. Lewis, Merrill Lynch, Pierce, Fenner & Beane, Minneapolis. 


Howard Morton, McMaster Hutchinson & Co., Chicago; L. N. Marr, E. H. Rollins & 
Sons, Chicago; James C. Vacha, Bennett, Spanier & Co., Chicago; Harry Valleau, 
Harry O. Valleau & Co.. Chicago. General View of Diners. 
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a 
“Our Reporter on Governments” 


By JOHN T. CHIPPENDALE, JR. 


Prices of government securities have tended to move in a narrow 
range, since the recovery which carried many of them within striking 
distance of their recent highs. . . . Volume has not been large, although 
there were reports of some good sized switches having been made in 
the bank eligible issues... . It seems as though there is considerable 
looking around with some investors in what might be termed a shop- 
ping mood which has resulted in purchases being confined to small 
amounts. ... This seems to apply particularly to savings banks, which 
have taken limited positions in the longer restricted issues. .. . The 
2s of 1952/54 as well as the 2%s of 1956/59 were bought in fair 
quantities by out-of-town banks. ... 


With prices not far from recent trading highs, it is natural 
for the market to hesitate, since a feeling of caution usually de- 
velops in this area, pending elarification of the trend. .. . Also 
the financial community is leoking teward the March financing, 
with seme expecting a partial repayment of the certificates due 
on the first. . . . Others believe the Treasury will bypass the cer- 
tifieates and concentrate on the 14s... . 


PRIME MARKET FACTORS 


The surprise announcement of sizable new financing in the near 
future by one of our large corporations may have slowed somewhat 
the interest in governments. ... There are two factors that are of prime 
importance to the money markets and they will continue to influence 
the action of the government market because of the uncertainty 
which is created. .. . These are the threat of a new issue of long- 
term securities, along with the possibility of a change in short-term 


rates, which would most likely come about through the defrosting 
of the certificate rate. ... 

















The demand for the intermediate and long-term government 
issues is large, the floating supply of securities is not substantial, 
se that these two elements would ordinarily result in higher 
Priees. Sueh a price rise would probably take certain obligatiens, 
as well as the general market through recent tops. ... It might 

. even result in a break through on the up side, that weuld not 
only extend the trading range, but would also raise the whole 


level, so that previous lows of the trading area would have to be 
revised up... . 


This could bring about a new trading range with higher tops and 
bottoms. . . . It seems to be quite evident that this is what the 
monetary authorities do not want to have happen... . A somewhat 
higher level of highs and lows would not necessarily mean a duplica- 
tion of last year’s sharp incline, although it might in time develop a 
not dissimilar type of psychology... . 


SIGNPOSTS 


To prevent the market from moving out of the present trading 
areas, there has been great use of “Open Mouth Operations” with the 
talk of a new bond issue, or a change in the certificate rate the, most 
important ingredients in the formula of uncertainty. . . . As a matter 
of somewhat more than passing interest, it seems as though the like- 
lihood of a new issue of 212% bonds should be looked into to get some 
ideas as to the imminence of such an offering. ... No one, to be sure, 
knows what the Treasury will do, but there appear to be some sign- 


posts that can be watched which might give a few clues to future 
action along these lines... . 


It seems as though the next few weeks will tell something 
definite about the budget, and if it should show a surplus, with 
a balance of, say, $3 billion, this, together with the cash balances 
of the trust funds, should be sufficient to take care of debt re- 
tirement. ... Such a condition would appear to pretty well re- 
move the possibilities of a new issue of long-term securities. . . . 


__ On the other hand, if the budget should be in balance, but 
without a surplus, or should there be a deficit, then the chances of 
a new issue of long-term bonds would be very favorable. ... All 
this is aside from the level of business activity and the trend of 
commodity prices, both of which will have a prominent place in the 
picture: ... 

Despite all the advice that has been given to the Treasury by 
those that have recently conferred with government officials, as to 
what kind of program would be best for themselves, it does not seem 
as though there will be any rush to issue new securities until some 
of the basic conditions have been clarified, .. . 
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ape or tificat te, it seems as though 
5 defrosting of the certificate rate, it 

the poy onkent a in this situation is that with a pegged = 
the Federal Reserve Banks are not in a position to apie Og oe a 
trol*over credit, and particularly loans, that they wou 3 ike 0 
have. ... As long as they must buy certificates a set rate, the — 
ber banks can create their own reserves and Federal is not = e to 
stop the banks from making loans that may not be considered no 
able... . They cannot increase the discount rate because ant posse 
affect the whole program of the Treasury... . No Central Ban Rear s 
to be in this, position. . . . Assume that the certificate rate is de- 
frosted, one of two things would probably happen... . 


i would be ged at a higher level or it would be 
FP owes p nc Natarmane indefinitely. ... If the rate were changed = 
allowed to increase to 144% or 144% and then be pegged, wou : 
there be anything gained in the way of greater contre! ever credi 
and leans, by the Central Banks? .. . It would, however, increase 
the cost of carrying the debt by the amount of the inerease in the 
certificate rate... . 


; ro po fea 

The holders of the maturing certificates would. gain to the exte 
that the issues they held were replaced by higher income certif- 
icates. ... 


EFFECT ON OTHER SECURITIES 


se the certificate rate were unpegged and allowed to fluc- 
RE cage nerd the member banks hesitate to sell certifieates if they 
could make leans at still higher rates? ... What would happen to 
other government securities if the certificate rate were unpegged 
and allowed to fluctuate between 1%% and 14% or some higher 
level? ... Would the banks be interested in the 2% bonds at present 
levels, would there be the same demand for the longer-terms at cur- 
rent prices? ... — 


he general level of interest rates would most likely rise 
with a fluctuating certificate rate. ... Would this be favorable to 
the government’s debt management policy? ... The banks might 
not turn in maturing certificates for new ones each menth if they 
felt higher rates would be available at some future time... . 


Would higher interest rates; which would mean larger expenses 
to the government, be consistent with the effort to reduce expend- 
itures, in order to further-debt reduction and to_cut taxes? ... 


NO CHANGE LIKELY 


Despite all that is heard about defrosting the certificate rate, 
it is quite likely that here again little will be done to raise this 
rate in the near future. . . . There is a possibility, however, with 
the return flow of currency and increases in gold holdings, money 
rates might ease somewhat; which could defrost the certificate rate, 
but not in the direction that is being so widely talked about... . 


FAVORITES 


Reports by the Treasury on government security holdings for 
the period ended Oct. 31, 1946, again showed that the 24s due 1956/59 
were the favorites among the commercial banks... . - 
During the month of Octeber these institutions bought $195,- 
000,600 of this bond, which compares with purchases of $253,- 
000,000 during September, the bulk of which were made in the 


last haif of that month after the. 244s became eligible for the 
deposit banks... . Vy 


Savings banks were the largest sellers, followed by other in- 
vestors and life insurance companies. . .. Small amounts of the 2s 
due Dec. 15, 1952/54, as well as the 242s due Sept. 15, 1967/72 were 
bought during October, while the 242s due March 15, 1956, were sold 
in a minor way by the commercial banks. ... Among the partially 
exempts, the 2% % ,due 1955/60 were again the largest purchases 


of the deposit banks. 





higher levels of optimism to the 
abyss of pessimism when huge 
losses have been incurred, and 
this fact, in many instances, ac- 
counts for the abject surrender. 
Such nebulous thinking soon gives 
way when improvement sets in.” 

I see no reason to change my 
thinking! 


Conditions Faver Upside 


Basically, I have believed con- 
ditions strongly favor the upside. 

I can’t tell you anything new 
there—National income up over 
100% from 1940, farm income up 
183%, weekly take-home pay 
70%, cost of living 51%, 8 million 
more workers, higher standards 
of living. 

Money in circulation or on: de- 
posit at 108 billions has tripled 
since the beginning of the war. 
Total liquid assets (including the 
foregoing) are also over 3 times 
what they were at the end of ’39. 

Surveys have been made show- 
ing that automobiles have not 
been priced beyond the reach of 
ability to buy. Construction is 
slated to set new records. 

What does it all mean? I can 
understand how contraction could 
make fast and sharp changes in 
the basic fundamentals that cur- 
rently shape up so strongly. What 
I can’t figure out is how so many 
economists can predict “a sharp 
and short recession for °47 to be 
followed by years of prosperity.” 





Incidentally, we noticed recently 
some changes in thinking, soften- 


Outlook for Railroads 


(Continued from page 862) 


ing the scale of business recession 
thinking. 

If we are making the necessary 
adjustments (and taking them in 
stride as we go along), why do we 
need the slump? I would rather 
ride one horse and continue to feel 
we can do O.K. in 1947 than to 
attempt to have everything fig- 
ured out so perfectly. 

At a dinner I attended two 
weeks ago, about the only bears 
present were the chart readers 
and a few economists. This struck 
me as significant! 

Among others present was the 
chairman. of the board of a large 
dry goods chain. Contrary to what 
you might have expected, he felt 
very optimistic on °47 prospects. 
He believed °47 sales would at 
least be equal to °46, and that 
profit margins would be greater. 
He believed the well run compa- 
nies, in many cases, would earn 
more per common share than in 

The farm situation was dis- 
cussed by an accredited expert, 
and he strongly believed that 
overall farm income would not 
show too much of a decline, at 
the same time pointing out that 
the position of the farmer as a 
class has improved to the point 
of extreme well-being and afflu- 
ence—with assets way up and 
liabilities sizeably diminished. 

You might enjoy reading the 
“Fortune” Poll of Business Men in 





the February, 1947 issue. It shows 
that the average high-ranking 





een 


executive looks for a general 
downturn in business, but thinks 
his own business will be as good 
or better than in 1946. Apparent. 
ly, for once, the “other guy’s” 
pastures don’t look greener. 


Adjustments From Wartime 
Eeonemy 


After five months of excruciat- 
ing mental anguish and torture, 
during which time everyone (in- 
cluding a certain laundrywoman) 
became Dow - Theory minded, and 
during which time the front pages 
were filled with economist pre- 
dictions (mostly bearish), some 
people are ready to classify the 
period as an “econocomical” trag- 
edy of shallow measurement in 
missing the real import of the low- 
ering markets for what they were, 
namely, an adjustment from the 
wartime phenomena to a realistic 
business condition. 


Te begin with, we've settled 
down a little from the panicky 
emotionalisms characterizing the 
September markets. Hysteria is 
giving way to reason and realistic 
approach is replacing surrealism! 


Railread Situation 


Well, enough of this “Lady in 
the Dark” submersion. I’m, sup- 
posed to be here on railroads. 


We believe generally that busi- 
ness prospects are favorable and 
may continue so for some long time. 
A recession or depression may 
come eventually, but we’d rather 
confine our worries to the next 
six months to a year, rather than 
to torment ourselves over a five 
year outlook. Someone has said, 
“You can be right on predicting a 
bust if you repeat long enough.” 

It looks like somebody has been 
left holding the’ Dow-Theory and 
Recession bags! Good stocks have 
come ‘back nicely—certainly 
enough to thoroughly perplex 


| many people who followed blind- 


ly the exhortations of many peo- 
ple previously unknown as stock 
market prophets. We are all fully 
cognizant of higher break-even 
points and the potential weak- 
nesses that may continue to cause 
flighty ups and downs in the fu- 
ture. Basically, however, it seems 
as though the “depression by 
propaganda” is over and the old 
“wolf” cry won’t have any effect 
until something more solid is be- 
bind the cry. “What do we do 
now, doctor?” 


We don’t profess to be econ- 
omists! We do spend some con- 
siderable time on railroad securi- 
ties and estimates and, at times, 
have come up with some fair cal- 
culations. 


A year ago under these aus- 
pices, we sounded a warning note, 
particularly regarding the major 
eastern carriers and our marginal 
earners, and I don’t think my re- 
marks at that time were too 
popular. 


As I recall, quite strong antag- 
onisms developed to my selling 
recommendations of many mar- 
ginal and non-dividend-paying 
rails. 

We were then concerned with 
the OPA’s disregard for industrial 
profits, the rising costs in alk 
businesses (particularly the rais- 
ing of “break even” points in 
heavy industry, including the 
rails), the ravenous desire of la- 
bor to show its strength, the weak- 
ness and ineptitude of the govern- 
ment, and many allied reasons 
signalling caution. 


At the time, the market wasn’t 
ready to aecept this reasoning. In 
retrospect, the market sold off for 
these causes after costs were be- 
ing brought in line, OPA was 
strangling itself, government was 
showing signs of asserting its 
leadership, and strikes were more 
of the “service” type (which al-' 
ways come after) than the real in- 
dustrial tie-ups. Labor has since 
adopted a more friendly and con- 
ciliatory attitude, probably more 
directly traceable to a desire for 
peace and earnings on the part of 
the rank and file, than to a desire 
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on the part of labor leaders to 
give up their newspaper headlines 
or their craving for power. 

The whole picture is totally dif- 
ferent from just 12 months ago 
when bullishness was universal 
despite so many uncertainties. 

A number of reasons were given 
as to why certain roads in “46 
might not earn anything, and yet, 
at the same time we stated that, 
in our opinion, at a later date 
railroad securities would be on 
the bargain counter and would 
make for excellent investments. 

We never anticipated the col- 
lapse we've seen! We believe 
many securities are cheap and we 
don’t expect they will sell again 
Not for a 
long period anyway. I’m sure you 
will agree, that certain adverse 
developments peculiar to the rails 
‘alone vitiated values in 1946 and 
that they are not likely to be re- 
peated for some time, if ever. 


. Looks for A “Constant Dollar” 


A more constant dollar is a 
‘bullish point likely to re-enter the 
national] picture in 1947. Costs are 
of paramount importance to the 


- rails, and ag they can be stabilized 


or brought under control, net re- 
sults will improve. 

We have had certain reserva- 
tions concerning the theory that 
railroad revenues’ should run 
about 6% of national income. 
Railroad revenues can only bear a 
valid relationship to national in- 
‘come if the price and rate struc- 
tures remain stable, which obvi- 
ously has not been the case over 
the past few years, and particu- 
larly in 1946, when the Depart- 
ment of Labor index of wholesale 
prices rose approximately 25% 
from the end of 1945 to the end 
of October, 1946. 


For example, we find that rail- 
road revenues. were 5.5% of na- 
tional income in 1940 and rose to 
6.1% in 1942-43, then. declined 
steadily to 4.6% in 1946. National 
income in 1946 was $4 billion 
(3%) higher than in 1945, in the 
face of a 17% drop in the Federal 
Reserve Board index of industrial 
production. The answer to this 
diverse movement appears to lie 
in a sharp increase in prices, 
rather than volume. 

Railroad traffic, as measured by 
ton miles, bears a closer. relation- 
ship to the Federal Reserve Board 
index, and appears to us to be 
more significant, With the Fed- 
é€ral Reserve Board index now 
around the 180 level, if ton miles 
bear the same relationship as they 
did in 1946, revenue ton miles in 
1947 would total approximately 
620 billion, or 5% above 1946. and 
result in a total overall gross 
of approximately $8,400,000,000. 
However, we’re more conservative 
than that, as I shall soon show. 

It seems to us that we could ac- 
tually see a lower price level in 


1947, cutting national income, 
without a reduction in overall 
business or rail revenues. If this 


does eventuate, then the ratio of 
Operating revenues to national in- 
come could quickly climb back to 
a 5.5 or 6% ratio. 

- We can skip over the boats and 
trucks. The boats aren’t running 
independently because of high 
costs, and I don’t believe truck in- 
roads will be anywhere near as 
serious. as during the 30s. 


Absorbing Cost Increases 


The railroads have always been 
able to absorb cost increases in 
the past—given time—and we be- 
lieve they will in the future. You 
read about the New York Central 
Jaying off 7,000 men. You can bet 
many other roads are doing at 
least that. We know of a number 
who are going much further, Real 
Savings may be expected! 

The principal savings come from 


the never ending stream of money | 


Z0ing into improving the proper- 
ties—elimination of curves and 
Zrades, terminal improvements, 
new Diesels and freight cars, to 
radically reduce maintenance and 
make earnings—all of which rep- 
resent expenditures of over $3,- 
200,000,006 in the last six years, 


| including $565,000,000 in 1946. 
Those roads with cash and credit 
will be the pace-setters for future 
modernization and efficiency. 


a tidy sum for future moderniza- 
tion. From Dec. 31, 1945 to Oct. 
31, 1943, net current assets were 
reduced by only $300 million, de- 
spite lower gross, higher wages 
and slightly increased freight rates 
for six months. (Carry-back cred- 
its appear in the current assets 
and liabilities accounts as accrued, 
Thus, with the indications of sub- 
stantial credits occurring in De- 
cember accounts, net current as- 
sets at the year end may be in 
excess of $2 billion.) 

The sharp increase in labor 
costs last year has provided addi- 
tional incentive for capital im- 
provements, especially in view of 
the industry’s strong financial po- 
sition and the ability to finance 
the bulk of new equipment pur- 
chases at very low cost. Railroad 
expenditures for additions and 
betterments in 1947 will run far 
in excess of any previous year— 
assuming no strikes and ability to 
get deliveries. The year is start- 
ing off with projected first quar- 
ter expenditures of $228 millions. 
more than double the first quar- 
ter of 1946. The increase is prac- 
tically all for equipment, a siz- 
able portion of which is for Diesel 
locomotives. 

New power and rolling stock 
will make for sizable economies, 
both in transportation and main- 
tenance. Present tightness in 
equipment has forced the rails to 
spend large sums on cars ready 
for scrapping in order to alleviate 
the shortages. Receipt of the new 
cars will immediately be reflected 
in lower cost ratios. This improve- 
ment will continue into the future 
as the new replace the old. 

Don’t overlook power improve- 
ments this year and in the future. 
Diesels replacing old steam - will 
result in tremendous savings for 
some roads and the likelihood of 
the coal-fmred gas tubine locomo- 
tives even accomplishing great 
operational savings over the mod- 
ern Diesel certainly opens up a 
new horizon for hopefulness. 


The Railroad Wage Question 


It is possible that no large in- 
creases in wages may result from 
this year’s wage negotiations. Bar- 
ring certain work rule changes, 


not much additional costs may be 


saddled on the roads. This would 
certainly be a bombshell to the 
people who have feared the worst 
for the rails, We have talked to 
a number of roads, and, on the 
assumption the Supreme. Court 
will outlaw strikes against the 
people, they don’t seem nearly as 
troubled by the wage question as 
newspaper accounts would have 
you believe. 

We also receive reports that 
there is much agitation and com- 
plaint by men against the Crosser 
Bill. The additional benefits re- 
ceived by the employees aren’t in 
proportion to the increased costs. 
The men now pay 5%4% of their 
pay in these taxes—way above 
other industries—and they don’t 
like it. On some roads there is a 
definite move on the part of.the 
employees to have the Crosser 
Bill killed. 


We have also received informa- 
tion that in some cases the men 
are taking informally to the man- 
agements, something almost un- 
heard of for many years. I think 
you might gather from that re- 
mark the idea that in some cases 
the men themselves may be a lit- 
tle tired of entrusting their lives 
to outside union leaders. There 
may be some real significance at- 
tached. 

Since emerging from the eco- 
nomic dungeon, I’ve been trying 
to skip over matters to come to 
the nut of the story. 

Using the seemingly very con- 
servative estimates of 534 billion 
ton miles put into the rate case by 
the railroads, and making provi- 
sion for the rate awards, we come 





up with a gross of slightly under 





$8 billion. As we view the situa- 
tion at present, this estimate may 
run 30 cr 35 billion ton miles on 


| the low side, or 300 or 350 million 
Net current assets still run over | 


the $1,900,000,000 level, which is | 


dollars too low. There may even 
be a higher passenger volume to 
further augment the gross amount. 

Also, after making only slight 
adjustments in the railroads’ ex- 
pense items, we come up with a 
figure of $915,000,000, in net rail- 
way Operating income, after $327,- 
000,000 of Federal income taxes. 
Income available for charges 


comes to $1,054,000,000. Deducting | U 


charges of $473 million leaves net 
of $581 million. This final figure 
might easily run up to $700 mil- 
lion, depending, of course, on 
gross running larger and no wage 
increases. Net income in 1941 to- 
taled $500 million, and $648 mil- 
lion in 1944, the latter, of course, 
being after heavy excess profits 
taxes. 

In the firal analysis, I don’t see 
much difference between the rails 
and any other heavy industry. 
1946 gave you a good indication of 
what certain industrials and the 
rails could do under trying con- 
ditions. 

Just reflect for a moment on 
some of the additional handicaps 
militating against railroad secur- 
ity values in 1946. First and fore- 
most (especially in the latter 


'reaches of the bearish sentiment) 


was the “long” wait for the addi- 
tional rate increases. You remem- 
ber the agony of living through 
each 24 hours awaiting the deci- 
sion. You remember, too, the 
havoe that broke in our midst 
back at the botton levels in Sep- 
tember when the railroads’ esti- 
mates for 1946 and ’47 were pub- 
licized. The ICC asked for and 
got a set of figures purporting to 
be estimates for 47. What could 
the railroads do except approach 
the impossible by being conserva- 
tive'on gross and generous on ex- 
penses? *Six months later we’re 
still all at sea on 1947 business 
projections. At least you will 
grant publication of the figures 
din’t help the rails. 


And, of course, you know the 
history of the wage awards months 
in advance of any relief and a 
year ahead of anything sizable. 

The wonder is the rails did as 
well as they did on these and 
other industrial diseases hamper- 


‘ing production in 1946. 


Transportation costs increased 
sharply last year—mostly because 
of direct cost rises. There are a 
couple of other phases that con- 
tributed importantly also to higher 
costs. 


The railroads work a six-day 
week and industry usually’ only 
a five-day week! You can see 
immediately that railroad effi- 
ciency is curtailed greatly through 
forced stagnation over the week 
ends. It seems that industry will 
embargo its production before 
long unless the roads can get some 


cooperation. Car shortages are 
everywhere and no relief is in 
sight. Actually, despite sizable 


new car orders, available volume 
bids fair to far exceed capacity 
within the next few months. 
Through no fault of the rails, bus- 
iness might bottleneck from car 
shortages.’ Cooperation would 
mean faster speeds, quicker turn- 
arounds, less plant switching, etc., 
all resulting in lower transporta- 
tion costs. 

A factor of likely importance 
but impossible of calculation was 
that concerning the personal feel- 
ings of the engineers and train- 
men (together with sympathetic 
feelings toward them by other 
workers) when the railroad strike 
last year was “busted” by Presi- 
dent Truman. The men were cas- 
tigated as “un-American, Commu- 
nists, renegades,” and naturally, it 
didn’t set well. 

As you would expect, a sulking 
reaction set in, which was cosily 
to the roads through a loss of good 
will and full eooperation. This 
“I'll be damned if I do anything 


| sores. If the Supreme Court rules 
in the John L. Lewis case, that 
strikes against the people are 
“out,” there is nothing in the rail- 
| road labor picture that cannot be 
settled, amiably, around the table, 
with management making some 
concessions and labor promising 
to give a dollar of work for a dol- 
lar of “take home” pay. The real 
clue as to whether 1947 will be a 
year of labor-industry peace, high 
production and profits would ap- 
pear to hinge on the forthcoming 
. S. Supreme Court decision in 
the John L. Lewis case. 


Not Bearish on Rails 


Generalizing on the rails isn’t 
the answer! Furthermore, I can’t 
swallow the persistent bearishness 
on the rails in the light of excel- 
lent earnings possibilities. One 
would think they were still at the 
highs made last year. Does it 
make sense to expect securities of 
industries important to eur well 
being to sell at only two or three 
times likely earnings? 

If so, I fear something in 
our evaluations is entirely side- 
tracked! Further even granting an 
eventual recession, how long must 
one hang in anticipatory suspen- 
sion before the vultures devour 
the carcass? I’ve always gone on 
the theory that if the tangibles 
outweigh the intangibles, the rela- 
tion of price to earnings is your 
best yardstick. 

Coincidental with the recent 
rise in railroad values, we’ve seen 
stories to the effect that the im- 
pact of the full rate increase of 
17.6% (as against none last year), 
better efficiency and higher load- 
ings will result in earnings for 
January, 1947 far over those of 
1946. Ordinarily, these proven 
measurements would bring in 
such a return, What I say now 
is a temporary distortion and will, 
in time, be evened out nicely, but 
against the favorable items men- 
tioned we have to remember that 
in January and February, 1946 the 
accounts did not carry the retro- 
active wage awards of about $51 
million for January and $46 mil- 
lion for February—thus, in effect, 
making January, 1946 look about 
$37 miliion better, after charges 
and tax corrections, than it actu- 
ally was, and February about $33 
million better. The 1946 wage ad- 
justment was mostly carried in 
the March figures. when a re- 
ported $49 million deficit actually 
amounted, on adjusted wages and 
taxes, to about $19 million net 
after charges. That month will 
be a big one! 

I also wish to point out that 
passenger revenues in the first 
three months of 1946, because of 
the return of the troops, had de- 
clined but little from the 1945 
level. In some cases, the loss of 
passenger business in the first 
quarter of 1947 will cut heavily 
into increased freight revenues. 
Here again, the net effect will be 
to temporarily adversely militate 
against the sort of earnings re- 
ports most people will expect. For 
the year 1946 total passenger 
miles were off 29.2% as compared 
with 1945, as against a decline of 
only. 1.2% in January, 1946. 

In other words, in order to not 
be misled, make allowances dur- 
ing the first three months for the 
most unusual distortions arising 
from the wage and passenger phe- 
nomena of 1946. 


I point this out so that you 
won’t be completely astounded as 
to why the roads didn’t do better 
when the reports are made. Make 
the above allowances and I’m sure 
you will be completely satisfied 
that real efficiency is returning. 

Well, let’s not quibble! What is 
most important is to find which 
roads are going to make the 
money. 

Naturally, in view of territorial 
shifts since 1940, you would ex- 
pect a totally changed picture in- 
sofar as many railroad bonds are 
concerned, Prices will respond to 


> 





I’m not paid for or don’t have to| earnings, especially in the income 
do” attitude will only be softened |and junior bond fields. Some of 
by time, and let’s say that time | these income bonds will, in my 
has been healing some cof the opinion, be aeceptable for insti- 


| tutional purposes, and many will 
| Show interest coverage a number 
| Of times over. Many junior bonds 
|selling at very large discounts 
will cover their interest two or 
more times. I might also refresh 
your memory that these compa- 
nies through reorganization, are 
just about guaranteed from future 
insolvency, 

We may also see a few “new” 
refunding operations as conditions 
improve. Don’t count them out! 
’ Preferred stocks in some cases 
indicate earnings surpassing pres- 
ent selling prices. Preferred stocks 
of the rails possess high leverage 
qualities and can “run with the 
wind” on the upside. 

We see many common stocks 
selling at three to five times pos- 
sible earnings that offer every 
likelihood of selling considerably 
higher. 

In 1940 Santa Fe earned $2.69 
per share versus $13.51 in °46, and 
possibly $14.00 in 1947. (Burling- 
ton about the same in each case.) 
Great Northern earned $4.08 in 
1940 and $7.55 in 1946, and pos— 
sibly $9.50 in 1947, Ilinois Cen- 
tral earned 13c in 1940 and $4.67 
in 1946, and possibly $8.69 in 1947. 
New York Central earned $1.75 
in 1940 and a large deficit in 1946, 
and might, under favorable cir- 
cumstances, show $2.00 this year. 
Northern Pacific earned 83ec in 
1940 and $3.58 in 1946, and pos- 
sibly about $6.00 in 1947. Penn- 
sylvania $3.51 in 1940, a deficit 
of about 70c in 1946, and perhaps 
earn $2.25 in 1947. 

In other words, don’t just buy 


rails, buy individual securities. 


Joseph Janareli Admits 
Patterson As Partner 


Joseph Janareli has admitted 
Howard G. Patterson to partner- 
ship in his investment business 











Howard G, Patterson 


Joseph Janareli 


and the firm of Joseph Janareli & 
Co. has been formed with offices 
at 120 Broadway, New York City. 
Mr. Janareli has been doing busi- 
ness as an individual dealer and 
prior thereto was a partner in 
O’ Connell & Janareli. Mr. Patter- 
son was in the trading department 
of Freeman & Co. 


Marshall Morse With 
Amer. Securities Corp. 


The American Securities Corpo- 
ration, 25 Broad Street, New York 
City, announces that Marshall S. 
Morse is now associated with 
them as manager of their Muni- 
cipal Department. Mr. Morse was 
formerly with Lehman Brothers 
and until recently with J. R. Wil- 
liston and Company. 


Dillman A. Rash to Be 
Hilliard Partner 


LOUISVILLE, KY.—Dillman A. 
Rash on March 1, will become a 
partner in J. J. B. Hilliard & Son, 
419 West Jefferson Street, mem- 
bers of the New York Stock Ex- 
change and other leading ex- 
changes. Mr. Rash has been with 
‘the firm for many years. 
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Undue emphasis has been placed on Canada’s unfavorable trade 
balance with this country. This has contributed in large degree to 
the volume of liquidation of Canadian securities which now, how- 


ever, appears to have passed its peak. 


It has also caused doubts in 


seme quarters concerning the ability of the Canadian dollar to hold 
its own at parity with the U. S. dollar. This in spite of the fact that 
when the Canadian dollar was es-@— 


tablished at 10% discount the con- 
census of opinion envisaged the 
Dominion currency at par and 
possibly at a premium as and 
when the exchange would be per- 
mitted to find its natural level. 
Now as we approach the period of 
operation of the International 
Monetary Fund the test of the 
true international value of the 
Canadian dollar is at hand. 


It is timely therefore to analyze 
some of the pertinent factors in 
the case. In the first place the 
Deminion imports from this coun- 
try during 1946 were abnormal 
largely owing to the stimulus 
given to purchases in this country 
as a result of the revaluation of 
the dollar. It is estimated that 
Canada lost on balance during 
1946 about $500 millions of her 
reserves of U. S. dollars. When it 
is considered, however, that the 
Dominion commenced the year 
with a balance of approximately 
$1,500 millions this efflux is by 
no means embarrassing. On the 
other hand when we turn to the 
Dominion’s overall balance of 
trade the picture is entirely dif- 
ferent. During 1946 despite the 
extraordinary volume of imports 
from this country, Canadian trade 
with all countries resulted in a 
favorable balance of nearly $400 
millions, Thus as soon as multi- 
lateral conversion of international 
currencies becomes an established 
fact with the imminent operation 
of the International Fund, the 
Canadian dollar should become 
one of the “scarce” currencies of 
the world. 


A still clearer conception is 
gained by a review of the Cana- 
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dian foreign exchange position 
just prior to the war. At that 
time the Canadian dollar was also 
at parity with the U. S. dollar but 
the fundamental situation offered 
no comparison with the present. 
In spite of an almost doubled gold 
production and a far greater in- 
flux of tourist traffic the Cana- 
dian financial authorities were 
constantly exercised to meet the 
U. S. dollar debt service. The 
situation now is immeasurably 
changed. 


Before the war the volume of 
Canadian bonds payable in U. S. 
dollars at one time was well in 
excess of $3,000 millions. At the 
present time following a steady 
program of foreign debt reduction 
the total is not above $2,000 
millions U. S., and the British 
debt has been almost entirely 
eliminated. Moreover with Can- 
ada’s growing stature as an inter- 
national lender the foreign debt 
service will be increasingly offset 
by interest receipts from abroad. 


During the war the Canadian 
economy has been revolutionized 
as a result of the tremendous up- 
surge of Dominion industry. To- 
day Canada is not only the 
world’s leading supplier of pri- 
mary products but is also an im- 
portant exporter of manufactured 
goods. The ability and foresight 
that has marked Canadian inter- 
nal management has been extend- 
ed to foreign trade in which field 
there is no doubt that the Do- 
minion will play a leading part. 


Moreover it can be seen g»that 
Canada is merely on the threshold 
of ultimate expansion. With fur- 
ther exploitation of its fabulous 
Laurentian Shield, the Dominion’s 
production of base metals, gold, 
and other precious metals should 
increase enormously. When it is 
also considered that the migration 
of foreign industry to Canada is 
only in its early stages, any doubt 
concerning the future strength of 
the Canadian dollar should speed- 
ily be dissipated. 


During the week there was the 
same pattern of strength in both 
the internal and external sections 
of the market but turnover was 
on a limited scale. Free funds 
were again strong and a new high 
level was attained of 354% dis- 
count. Considerable interest was 
displayed in the forthcoming 
Abitibi refunding issues payable 
in Canadian funds and also the 


funding issues payable in U. S. 
dollars. 


Canadian stocks were firm with 


continued activity in golds and 
base metals, 








SPOKANE, WASH. — H. Y. 
Moser has opened offices in the 
Hyde Building to engage in the 
securities business, Mr. 
was previously a 
& Blankenship. 








|small mining ventures, 
|Dlying with this Regulation, have 
been 


Moser , : 
partner in Moser | Ulation A-M to provide an ex- 


The SEC and Mining Securities 


(Continued from page 871) 
formation in the registration state- 
ment. 


Least Possible Interference 


Without departing from the 
fundamental purpose of the Act 
to afford certain protection to 
investors, the Commission has 
striven to make it possible for 
issuers of securities, and for those 
who sell them, to finance their 
enterprises and to engage in their 
activities with the least possible 
interference. We have a long es- 
tablished practice of consulting 
with those who have an interest 
in the effective functioning of the 
Acts which we administer. Even 
proposals which originate within 
the Commission are submitted to 
interested persons in the indus- 
tries affected, to the securities in- 
dustry, and to others so that we 
may obtain the benefit of their 
suggestions and experience before 
the proposals are adopted. We 
are continually trying to eliminate 
requirements which experience 
may indicate are unnecessary for 
the protection of investors. We 
are always trying to simplify our 
procedures, and to make compli- 
ance with the Acts we administer 
as simple and as inexpensive as 
possible. 


Form S-11 for Mining Companies 


In furtherance of this policy, 
in March, 1945 the Commission 
adopted Form S-11 for the regis- 
tration of shares of exploratory 
mining corporations. This form 
dispenses with the requirement 
for the certification of financial 
statements by independent ac- 
countants, items have been elimi- 
nated or shortened, maps and 
engineering reports are not gen- 
erally required, and other sim- 
plifications have been made. A 
booklet was designed for use in 
connection with the form, and to 
aid registrants in preparing reg- 
istration statemenis. It contains a 
digest of pertinent matter taken 
from the Commission’s formal 
opinions which bear on problems 
that may arise under the Act in 
connection with small mine fi- 
nancing. 


Regulation A, which permits an 
issuer to offer uv to $300,000 of 
securities in any One year, can be 
used to offer the securities issued 
by most mining corporations. As- 
sessable stock may be offered un- 
der this regulation if the assess- 
ments legally leviable on the stock 
are limited so that the aggregate 
offer’. z price of the stock and the 
assessments cannot exceed $300,- 
000. No prospectus need be used 
in connection with this offering, 
and the letter of notification re- 


‘quired to be filed can be prepared 


quickly and without expense. The 


'use made of this Regulation should 
$77 million City of Montreal Re- | not 


be underestimated. Many 


by com- 


able to obtain financing 
quickly and without registration 
under the Securities Act. In the 
calendar year 1946 there were 


|nearly 200 such filings covering 


H. Y. Moser in Spokane | 


an aggregate offering of approxi- 
mately 19% million dollars of 


_mining securities. In March, 1945 


the Commission also adopted Reg- 


emption from registration for of- 
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ferings of assessable shares of 
mining corporations to a maxi- 
mum of $100,000 in one year. 

These progressively simplified 
forms and methods of compliance 
with the requirements of the Se- 
curities Act were, as you know, 
adopted only after consultation 
with the representatives of the 
mining industry. In many cases, 
as in the case of the adoption of 
Regulation A-M, many of the pro- 
visions of the form and of the 
regulations had been urged by 
various members of the mining 
field. The Commission has always 
benefited from the suggestions of 
various mining men, mining or- 
ganizaticns, and others interested 
in the sale of mining company 
securities, who were furnished 
draft copies of the forms and rules 
for review and criticism. 


Simplification of Registration 
Process 


As you know, the Commission 
has recently announced resump- 
tion of the program, interrupted 
by the war, for joint study, with 
interested groups, of the provi- 
sions of the Securities Act and the 
Securities Exchange Act. Serious 
effort is now being made to dis- 
cover ways and means of arriving 
at a common agreement as to 
changes desirable in the public 
interest, and consistent with the 
prcetection of investors. Among 
the major problems to be con- 
sidered will be some simplitica- 
tion of the registration process, 
and methods of making more 
generally available to prospective 
investors the infarmation in a 
registration statement, 

It is hoped that appropriate and 
workable proposals will be sub- 
mitted to the Congress in the 
near future. Since the Commis- 
sion is interested in the views of 
all persons who feel that they 
can contribute helpful comments, 
I urge you to cooperate with us 
and to present your views and 
suggestions. 

Our constant effort to find wavs 
to simplify our registration proc- 
esses and to make more generaliy 
available the conditional .exemp- 
tions permitted by the Securities 
Act must, as I have mentioned, be 
fitted within the fundamental 
purposes of the Act: to provide 
tull and fair disclosure of-all per- 
tinent information, and to prevent 
fraud in the sale of securities. 
These two ideas of disclosure and 
fraud prevention are not unre- 
lated. They are complementary 
concepts fitting within the same 
pattern. Of course the Act pro- 
vides penalties for using any de- 
vice, scheme, or artifice to de- 
fraud, or for willfully misstating 
a material fact in connection with 
the sale of a security. But it goes 
beyond this. It is intended not 
only to punish the violator, but to 
protect the investor. It is the pur- 
pose of the disclosure require- 
ments to stifle fraud before it 
occurs. 


We know’ that those persons 
who have dedicated themselves to 
making the mineral resources of 
this great nation available to the 
people, and to the _ industries 
which need them, frequently -face 
many obstacles before their ef- 
forts are successful. We must re- 
member, however, that some of 
these arise from the fact that min- 
ing financing possesses character- 
istics which differ from those of 
ordinary industrial financing. One 
important difference is the in- 
creased speculative element fre- 
quently arising from the continu- 
ing need to find new sources of 
metal. While this factor may not 
be so great in ithe developed en- 
terprise, it is always necessary to 
consider it. 

If the public is to retain suffi- 
cient confidence to invest in min- 
ing enterprises, investors must be 
able to get a reasonable amount 
of information; sufficient to make 
an informed judgment whether 


they want to take whatever risk 
may be involved. 


They should 





ordinarily have information con- 
cerning the property, the manage- 
ment, the program, the uses to 
which funds will be put, the pro- 
motional features of the transac- 
tion, and the costs of distributing 
and underwriting the securities 
being offered. It should not be 
possible for the unscrupulous pro- 
moter to use the speculative na- 
ture of some mining enterprises 
as a means of developing his vwn 
schemes to promote the securities 
rather than the mines. 


Promotion of 2 New Company 


For example, it is important for 
the invester to get a short but 
clear story of the circumstances 
surrounding the promotion of a 
new company. The facts on this 
frequently determine whether the 
projected enterprise is a promo- 
tion of mining or merely of stock. 
The Act, of course, does not au- 
thorize the Commission to deter- 
mine what promoters shall take 
for their services. No one at the 
Commission wants the power to 
make decisions of this kind. How- 
ever, it is important that the pro- 
moters’ contributions and rewards 
be fully disclosed, and that no 
false statements be made in re- 
gard thereto. If a _ registration 
statement and prospectus are to 
contain adequate disclosure, both 
the nature of the promoters’ con- 
tribution and his compensation for 
it must be set forth clearly and 
not be buried beneath a mass of 
complicated transactions between 
the promoter and the corporation 
during the stage when the corpo- 
ration is but the promoter under 
a different name. A_promoter’s 
services may be very valuable to 
the corporation, or they may be 
worth nothing at all. The poten- 
tial investor must be in a position 
to determine this question for 
himself from all the facts. 

The ageney which administers 
the Securities Act has no power 
to substitute its judgment for the 
judgment of .issuers, umderwrit- 
ers, or others, in determining 
whether an issue should be of- 
fered or sold. It is not our func- 
tion to take any action which 
could be construed as approving 
or guaranteeing that the securities 
being offered are sound, or that 
they will earn a profit. No one at 
the Commission wants the power 
to decide what securities may be 
offered or sold, or at what price. 
No one wants the power to dic- 
tate business policy. I believe that 
as Government Administrators it 
is our function to be impartial 
referees who keep our eyes on all 
the players to make sure that the 
rules we are required to apply 
are applied fully, fairly, and sen- 
sibly to carry out the purposes 
which the Acts we administer 
were intended to accomplish. 


However, we must all realize 
that the Congress has given us 
at the Commission the duty to 
make sure that the distribution of 
securities in interstate commerce 
or through the mails meets the 
minimum safeguards for the pro- 
tection of investors set up under 
the Securities Act. The Congress, 
in effect, has declared that the 
protection of their interests is 
one of the cornerstones on which 
a sound national economy must 
rest. We at the Commission must 
enforce and administer our Acts 
so as to honor this mandate. We 
believe that this legislation rep- 
resents no. startling departure 
from accepted American standards 
of fairness and honesty. We urge 
your cooperation in maintaining 
these standards, 


Burton & Co., Inc., Is 


Formed in Houston, Tex. 

HOUSTON, TEX. — Burton & 
Co., Inc., has been formed with 
offices in the City National Bank 
Building. Officers are G. Burton 
Liese, Henry W. McCormick and 
Garrett R. Tucker, Jr. Mr. Liese 
was formerly with Allied Over- 
seas, Inc. 
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Free Exchange and American Economy 


(Continued from first page) se rate will fall, put a brake on 


ize, or soon will, that nothing can 
be gained by making faces at 
one another, that cooperation 
alone pays dividends in general 
well-being. If, in and out of Con- 
gress, sound leadership prevails, 
we soon should get into full pro- 
duction. 

But what of our price struc-} 
ture—how do we protect it? The 
way to solve that problem is first 


_to inquire as to what makes the 


mechanism tick, then to eliminate 
whatever would hinder or dislo- 
In so doing it is indis- 
pensable to rid ourselves of pre- 
conceptions, to discard thinking 
by slogans and put all proposi-, 


- tions to the test of common sense. 


For example: 
“One World” sounds fine, yet 


- it doesn’t alter the fact. that man- 


kind lives in different worlds, so- 
cially, politically, economically. 


“The Interdependence of Na- 


tions” is ‘a fact to the extent that 
‘all nations depend upon one an- 
‘other for things they need but 


do not produce. Beyond that in- 
terdependence ends and sover- 
eignty begins. Hence no sover-) 
eign nation, invoking interde- 
pendence, may justly claim that 
another nation owes it its living. 


“Foreign trade” is profitable 


‘only to the extent that it is bal-' 


anced, and it can be balanced if 
the natural forces are given free 


. play. If, because they are im- 


peded, imbalance sets in, if it per- 


sists, if its aggregate is substan- 


tial, then foreign trade ceases to 


-be profitable because a problem 


of transfer is created whose diffi- 


_cuty of solution is in exact ratio 
_to.the amount of imbalance in- 


volved. Loans, as correctives of 


_imbalance, merely perpetuate dis- 
equilibrium, invite ultimate re- 


pudiation and strain international 
relations. , 

“Stable Exchange Rates” result 
only from balanced trade, not 
from pacts or agreements, Bret- 


-_ton Woods to the contrary not- 
-withstanding. -The words “fixed” 


and “stable” are not synonymous 
when applied to exchange rates 
because only free exchanges al- 


-low the natural forces to oper- 
_ate, and any device which im- 


pedes them. creates instability. 
Loans are ‘no substitute for the 


-natural forces. If utilized merely 
-to peg exchange rates, they will 


obstruct those factors which make 


-for balance thereby undermining 
the economies of both lender and 
-borrower. Thus, to peg the dol- 
lar to other currencies in a period 


of uncertainty is to shackle our 


‘price structure to the internation- 
cal price structure, regardless of 


foreign cost or wage differentials 


Or dissimilar standards of life. It 


is to invite the gravitation of our 
prices towards. the level of the 
lowest in the price-fixing com- 


bine. It is to surrender our con- 


trol over our own affairs and to 


“weaken the nation to no good 


146;000;000 Americans, all pro= 


ducers, all consumers, t er 
constitute the. greatest Sais mr 


‘ket known to man; let us keep 
it that way, broaden it if we can: 
_It doesn’t follow that the way to 
-preserve it is to restrict or close 
it. On the contrary, to the ex- 
tent that we can balance our 
trade, and oniy to that extent, 
we should ‘let down the bars with- 
out fear of damage to our price 
Structure. How is this to be done? 
Obviously we cannot match one 
import transaction against-an ex- 
port, nor can we offset a given 
amount of purchases by an equal 
amount of sales. Suffice it to 
Say that all our imports and all 
our exports go over the exchange, 
and that the sum of them all 


makes a true rate of dollar ex- 
change. Exports create a demand 
for dollars, imports a supply. Thus, 
= we buy too much on balance, 
the supply of dollars is increased, 


Fdevices which 


our further purchases abroad by 
making them dearer, and facilitate 
our sales by making our goods 
cheaper to foreign buyers. If we 
sell too much on balance, the de- 
mand for dollars is increased, the 
rate will rise, put a brake on fur- 
ther sales and facilitate our pur- 
chases abroad as foreign goods be- 
come cheaper when measured by 
our dollar. 


Free Exchange Rates Correct 
Unbalanced Trade 


Thus it is that a free rate of 
exchange operates as a corrective 
of imbalance, immediate, constant 
and continuous. Thus it is that 
the nation’s price structure is pro- 
tected; for no matter what the 
foreign cost or wage differentials 
may be, no matter what the sub- 
sidies granted their commerce by 
foreign nations, under the re- 
gime of free exchanges the world 
must buy from America as many 
dollars’ worth of goods and serv- 
ices as it sells to America. And 
as there is no escaping this con- 
dition, we can lower tariffs with- 
out fear. Any dumper soon will 
find that, as the dollar proceeds 
of his sales buy fewer units of his 
own -currency by reason, of the 
impact of his dumping’ on his 
rate of exchange, he must either 
quit dumping or go bankrupt: 

If America’s total trade is 90% 
domestic, 10% foreign, it follows 
that the true value of the dol- 
lar ‘must be measured in terms 
of its domestic purchasing’ power. 
The rate of exchange‘is not an 
expression of its true value—it 
merely is a measure of the supply 
of and demand for dollar ex- 
ehange. The dollar rate of ex- 
change could fluctuate 5% in 
twenty-four hours without per- 
ceptible impairment of its domes- 
tic purchasing power. What, then, 
should be our primary concern: 
the conservation of a stable home 
currency or the pegging of our ex- 
change rate? Should we subor- 
dinate the 90% domestic to the 
10% foreign trade? And, if so, to 
what good purpose and for whose 
benefit? 


Fixed Currencies vs. Free Markets 


To maintain the currencies at 
fixed rates will require, here and 
abroad, resort to loans, to tariffs, 
to subsidies, to quotas and other 
impede trade at 
every turn. It will make trade 
ancillary to money instead of the 
rreverse which is money’s proper 
function. For we cannet have 
fixed currencies and also free 
markets. Nor can we obstruct the 
natural forces and achieve bal- 


trade. Prosperity results from in- 
dividual initiative and labor func- 
tioning in open markets. freed 
‘from bureaucratic controls. It 
cannot be bought by indiscrim- 
inate lending either through a 
}“World Bank” or a “World Fun” 
whose rules and regulations are 
Violated before the ink on the 
agreements has dried: one impor- 
tant member of these organiza- 
tions, foreéd by circumstances be- 
yond his control, is already in- 
dulging in unilateral trade pacts; 
tanother, whose currency is sup- 
posedly linked to ours.on the basis 
of $35 per ounce of gold, is openly 
selling it at $40; a third borrowed 
from us $50 million in gold to 
“stabilize” his currency, which 
inevertheless fluctuates between 
16,000 and 8,000 to the dollar, while 
reports have it that our gold went 
to line the pockets of those in 


control. 
An Independent Domestic 
Price Structure 

Although the rapid development 
of communications and transport 
has brought all peoples closer to- 
gether it doesn’t necessarily fol- 
low that economic ills now must 
spread from country to country 





anced growth of international |: 


with greater speed and intensity. 


For as the individual may be im- 
munized against epidemics, so 
may the price structure, provided 
the right precautions are taken. 


tamount to shackling a healthy 
human being to one infected with - 
disease; the contact will not help 
the sick, it can only spread the 
infection. This is not an argument 
for economic isolationism ~which 
is as unsound as it is unwise. On 
the contrary, it is a plea for free 
markets, for low tariffs, for bal- 
anced trade. It is an argument 
for the extension of short seasonal 
credits, upon which are based the 
overwhelming majority of foreign 
trade transactions, as distinct from 
long-term loans which are bad 
business for both lender and bor- 
rower. 


A natural query would be: 
were America to opt for free ex- 
change what would other coun- 
tries do? . The answer is that they 
would have to follow suit because 
the dollar is the only “key” cur- 
rency in the world. A time there 
was when there were two “key” 
currencies, the pound and _ the 
dollar. Their position as such was 
due to the fact that America and 
England’s contributions to the to- 
tal world trade was preponderant. 
Together they normally did more 
foreign trade than all other coun- 
tries combined. But the position 
of the pound as a “key” currency 
has. been. -vitiated through the 
“blocked”’ sterling balances cre- 
ated by war necessity, so that, 
whereas dollar balances belong- 
ing to foreigners may be drawn 
down at will, the same is not the 
case with their sterling balances. 
A further natural query would be: 
in what manner would foreigners 
draw down their dollar balances if 
we adopt the regime of free ex- 
change? The answer is that, like 
eur own citizens, they could no 
longer obtain gold for their dol- 
lars, but only legal tender where- 
with to buy our goods and serv- 
ices, failing which they could go 
to the exchange market and 
therein sell their dollars against 
their. own currencies. It will 
readily be seen how this would 
protect our price structure, for we 
|\would either be selling goods or 
services, which is good business, 
or the ‘foreign exchange rates 
would rise and improve our com- 
petitive position in world markets. 
‘But no- special advantage would 
accrue to us, for what applied to 
America would, with equal force, 
apply to.all nations engaged in 
foreign trade. 


Gold Degenerated Into Object 

4 -of Speculation 

A few years of this regime— 
|possibly five—would bring a de- 
gree of balance in international 
‘trade relations, in consequence of 
whieh all currencies would more 
laecurately reflect their true rela- 
tive values; and it. is on those 
values, not on purely arbitrary 
figures, that a monetary stabiliza- 
‘tion plan might be devised. We 
should lock up our gold awaiting 
that day, allowing a free market 
for new production. There again 
supply and demand, unfettered, 
would set a true value on the 
yellow metal upon which ultimate 
stabjlization might be discussed 
with some assurance that the sys- 
tem would endure. Present re- 
-strictions on gold movements are 
ereating black markets every- 
where; scarcity prices prevail 
which gave no indication as to 
gold’s actual worth. Thus it is 


that gold is losing its utility as an 
instrument of exchange and as a 
measure of value and is, instead, 
degenerating into a medium for 
mere hoarding and speculation. 
The contention that the regime of 
free exchange might cause un- 





To link currencies together under |Order from the Federal Reserve 
prevailing cricumstances is tan- | to its members is all that is needed 


bridled and disruptive speculation 
in the foreign exchange market is 
without foundation, for no specu- nor has anyone the moral right to 


| lative exchange operation can be 
initiated without the active co- 
operation of a bank. As very few 
banks deal in exchange, and as all 
are, or should be, familiar with 
their customers’ legitimate ex- 
change requirements, a_ simple 


to close the door to speculation. 


Scale Down International Debis 


International debts being basic 
causes of imbalance, those arising 
from the war should be scaled 
down, with interest rates so re- 
duced and conditions of amorti- 
zation so eased as to exert a min- 
imum of pressure on the ex- 
changes. Everything possible 
should be done to restore the 
Pound to its former “key” posi- 
tion; for a prosperous Empire, 
with Britain as its core, is indis- 
pensable to world order. Unless 
this problem is resolved, England, 
for years to come, will be forced 
into an unwieldy export position 
which needs must keep world 
trade in constant disequilibrium. 
To eke out a mere existence and 
also honor her obligations, by 
necessity and not by choice, Eng- 
land is obliged to resort to con- 
trols. Her population is forced to 
accept austerity as a normal con- 
dition of life. Under these cir- 
cumstances it is unrealistic to de- 
mand of England that she forego 
Empire~ preferences, open wide 
her home markets, eschew eco- 
nomic management. She could not 
do this and survive. Those who 
committed her to agreements such 
as the Bretton Woods Monetary 
Pact were guilty of wishful think- 
ing. For though of willing spirit, 
in so far as present day England 
is concerned, Bretton Woods is but 
an idle dream. 


The “blocked” Sterling balances 
constitute the number one inter- 
national economic problem the 
key to which is in the hands of 
Britain’s creditors, notably. India, 
Egypt and Argentina, who owe 
their very existence to England 
and her Allies. For had not the 
Japanese been stopped at India’s 
gates, Hirohito’s deputy would 
now be ruling from New Delhi, 
and hopes of Indian independence, 
now so near realization, would 
have vanished into thin air. With- 
out Montgomery at El Alamein, 
Rommel would have reached the 
Suez, overrun the-valley of the 
Nile, and installed a Gauleiter on 
Farouk’s throne. Argentina’s sole 
contribution to Freedom’s struggle 
for survival consisted of surplus 
meat and wheat exports to Eng- 
land for which she accepted pay- 
ment in “blocked” Sterling, the 
while allied naval patrols’ protect- 
er her shore line. Here, then, are 
genuine obligations which these 
creditors of England incurred and 
which they should be called upen 
to discharge in part by a gener- 
ous scaling down of their claims 
for the benefit of all concerned, 
themselves included.’ 


Should Help England 


In sheer enlightened selfishness 
America should help England out 
of the pit that institutions and a 
way of life akin to her own be‘ 
preserved. Playing wet nurse to 
nations having no external ob- 
ligations, but with resources and 
man-power, is hardly the way to 
go about it. On the contrary, it 
can only weaken America, be- 


cause there is a limit to the bur- 
den which even Americans can 
shoulder. Short seasonal credits, 
sufficient to start flowing a two- 
way stream of trade, are all any 
country is entitled to ask of us, 
and all that we should grant. 
England, bled white, her indus- 
trial centers bombed, her produc- 
tion machinery largely destroyed, 
desperately needS a_ breathing 
spell to put her house in order 
and get going once more. She can- 
not do it with “blocked” sterling 
and other creditors at her heels, 
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demand that she perform the im- 
possible. We might as well face 
facts and be guided accordingly. 


There is a task of high diplo- 
macy to be done. As one of her 
principal creditors America should 
take the initiative and induce 
England’s other creditors so to 
act as to give meaning to the 
words “United Nations.” Time is 
running out. There is much at 
stake. 


Illinois Bankers to 
Confer Feb. 21 


The necessity of conserving the 
greatest single source of wealth 
of the state—the fertility of the 
soil—will be the theme of the 
afternoon session of the Mid-Win-— 
ter Conference of the Illinois 
Bankers Association, Feb. 21, at 
the Palmer House, Chicago. Ac- 
cording to Barney J. Ghiglieri, 
President of the Illinois Bankers 
Association and President .of, the 
Citizens National Bank of Toluca, 
Ill., if the State is to maintain 
its position as a leader in agricul-— 
ture, the farmers must render 
more than lip-service to soil con— 
servation. 
The Illinois Bankers Associa= 
tion and its member banks, it.is 
pointed out, have long recognized 
the importance of the farmer am’ 
the fruits of his labor to the over= 
all- economy of the State. ‘The 
Association, through its Commit- 
tee on Agriculture, has been ac- 
tive in supporting all types of pro—- 
grams and activities that will help 
to improve the farmer’s economie 
position: During the past two 
months, the Committee on Agri- 
culture, under the Chairmanship 
of Earnest F. Cramer; President 
of the First National Bank in 
Galva; Ill., sponsored a series af 
14 soil conservation meetings 
throughout the state. The Com-= 
mittee received the active coop— 
eration of the Federal Reserve 
Banks of St. Louis and Chicago, 
the College of Agriculture of the 
University of Illinois, and the 
State Conservationists of the U.S. 
Department of Agriculture im 
these sectional meetings. 
All of the activities of the 
Association’s Committee ‘on Agri- 
culture during the past year wilt 
culminate in the Mid- Winter 
Meeting in Chicago on Feb. 22. 
Representatives of industry allied 
to agriculture have been invited 
to attend and to participate in am 
open forum discussion. At. this 
meeting an effort will be made ta 
organize an overall industry com- 
mittee that will assume the re- 
sponsibility of seeing that every 
farmer in the state is made aware 
of the dollar and cents value of 
following sound soil conservation 
and erosion prevention practices, 
and is urged to full cooperation. . 
Dr. Hugh H. Bennett, Chief, Soil 
S.. De- 
partment of Agriculture, will ad- 
dress the mieéting on “Soil Con- 
servation and the Citizen” and 
Chester C. Davis, President of the 
Federal. Reserve Bank of St. 
Louis, will speak on “Soil Con— 
servation and the Banker.” The 
mornimg session will be under the 
sponsorship of the Installment 
Lending Division of the Associa- 
tion, with Wm. J. Ramm, Vice- 
President of the First Nationa? 
Bank of Danville, and President 
of the Division presiding. Carl 
M. Flora, Vice-President of the 
First Wisconsin National Bank, 
Milwaukee, will be the principal 
speaker, on the subject “The Fu- 
ture of Installment Credit.” Robert 
P. Vanderpoel, Financial Editor, 
The Chicago “Herald-American,” 
will be the guest speaker at the 
luncheon session on the subject 
“Tf I Were a Banker.” 

After an all-day business ses- 
sion, the assembled bankers will 








attend the Mid-Winter Dinner. 
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| Securities Salesman’s Corner 


By JOHN DUTTON 


You can do business by mail. The secret of successful mail 
selling is based upon letters that are truly personal in every sense of 
the world. You can fill waste baskets all over the country and spend 
a fortune doing it, all without results, unless you put that certain 
pull into your letters that makes the recipient feel that you are talk- 
ing directly to him about something which is of his immediate 
concern. 


A good mailing list is of first importance—you can’t get all 
prospects to reply to your letters unless they qualify first—this is 
academic. I have obtained good results using the metropolitan news- 
papers. If you have advertised a conservative situation it is natural 
that those who have replied are interested in that type of security. All 
prospects that have replied from out of town or out of the State for 
that matter, have been classified by identifying all future correspond- 
ence with them in accordance with the type of security which their 
reply indicated they might have an interest. For example, those who 
replied to an advertisement concerning a good fire insurance stock 
that paid dividends for many years, were sent future mailings about 
securities that were attractive for their conservatism and consistent 
income production. Speculative stock buyers should be approached 
from the profit angle. A stockholders list will also produce inter- 
ested inquiries providing you offer a current report on the security 
in question. 


The trouble with most mail campaigns is that they stop before 
they have a chance to produce results. One or two mailings never 
do the job. Selling by mail is exactly like personal solicitation in as 
much as it takes time to get acquainted, establish confidence and 
build good will. Here for example is one way to follow through and 
build customers. 


(1.) Place an ad in newspaper or periodical concerning a special 
situation or send out a double reply card, postage prepaid, to a stock- 
holders’ list offering a special report. 


(2.) Send report and a brief covering letter to those who reply. 
Enclose order form and return envelope. 


(3.) If the customer has replied to a conservative security offer 
and you have not received an order in response to your first letter, 
send him a brief letter not over three paragraphs, stating that you 
handle conservative investments and do considerable business with 
investors in many parts of the country through the mail. Mention 
your statistical services and make an offer of some kind of service 
such as the latest statistical reports on any of his investments. Enclose 
a self addressed envelope for reply. If he is interested in speculations 
explain how you occasionally uncover something attractive along this 
line and ask him to send you a list of any securities that he now owns 
about which he would like to have an unbiased opinion. 


(4.) Don’t be discouraged if you do not get a large response. 
Keep at it. Send out another letter a few weeks later. Make it ‘chatty 
and personal—write plain English as if you were sitting down in 
your prospect’s office or home and were talking with him. Most peo- 
ple become stilted when they start to write a sales letter. Don’t over- 
do this though—just keep from over-stating by avoiding superlatives 
and always try to get a response of some kind, One excellent method 
of building up a prospect’s interest in you and your proposition is to 
keep on offering him something. If possible always put a card, or a 
self addressed envelope in your letter which he can use to GET 
SOMETHING. An offer of statistical reports, a circular about an in- 
vestment, a review of his list, a booklet to keep records, an opportuni- 
ty to be placed upon a mailing list for special offerings, or to receive 
an interesting monthly news letter concerning investments, such 
things as these will pull replies. 

After you have sent out a few letters you will begin to build up 
a correspondence with many of these people. Don’t try too hard to 
sell (at first). SELL A SERVICE, SELL YOUR WILLINGNESS TO 
BE OF ASSISTANCE. Remember if you are in a larger city and many 
of your replies come from rural areas these people will be even more 
impressed with you if you take it easy and show them that you mean 
it when you say, “We do our best to help our customers select the 
best possible investments, and after they have bought them we do 
all we can to help them keep these investments in sound condition.” 
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Margins, Trading H 


(Continued from page 863) 
tion of 100% margin require- 
ments, the chairman of the Fed- 
eral Reserve Board stated, “.. . 
it should be remembered that the 
mandate which Congress gave to 
the Reserve Board applies only 
to listed securities and specifies 
that margin requirements shall be 
imposed for ‘the purpose of pre- 
venting the excessive use of cred- 
it’ in such stock market opera- 
tions. The Board is not author- 
ized to impose a permanent ban 
on margin trading.” That is a 
clear, concise statement. Let us 
examine it for a moment. 


Stock Margin Credits Insignificant 


In July, 1945, when margin re- 
quirements were raised from 50% 
to 75%, the total amount of credit 
extended by members of the New 
York Stock Exchange to their 
customers on listed securities 
other than governments amounted 
to approximately $1 billion, the 
equivalent of only 14% of 
the market value of securities 
listed on the Exchange, exclud- 
ing governments. Just prior to 
the inauguration of 100% margins, 
this figure had declined about 
$100 million, and, at the end of 
1946, it stood at about $470 mil- 
lion. This was only 6/10 of 1% 
of this value. Thus credit exten- 
tion by member firms for carrying 
listed securities was and is a neg- 
ligible fraction of the value of 
such securities. 

Furthermore, credit extended 
by the reporting banks to mem- 
ber firms for carrying listed se- 
curities, other than governments, 
was and is a negligible fraction 
of total outstanding credit. Such 
loans accounted for only 5% of 
the banks’ total loans in July, 
1945, just prior to the increase in 
margin requirements from 50% 
to 75%. At the end of 1945, short- 
ly before the announcement of 
100% margins, these loans de- 
clined to 3.7% of all loans. At 
the end of 1946, these loans had 
fallen to 1.2% of total loans. 

Does this indicate an excessive 
use of credit for the carrying of 
listed securities? 

Although the percentage of re- 
duction in loans to member firms 
was important during the time 
when the 100% margin rule pre- 
vailed, total credit for carrying 
listed securities was insignificant 
on the first date and even more 
insignificant on the second. Since 
these loans were of minor magni- 
tude, it was immaterial, insofar 
as considerations of inflation or 
credit control were concerned, 
whether margin requirements 
requirements were 50% or 75% 
or 100%. 

Inasmuch as excessive crédit 
has not been employed at any 
time in recent years for purchas- 
ing or carrying listed securities, 
there is no logical reason for lim- 
iting margins to 75% instead of 
50% under present conditions— 
and there is even less reason for 
maintaining the arbitrary and 
pernicious restrictions against the 
substitution of securities in mar- 
gin accounts, which accomplishes 
no useful purpose and works ac- 
tual financial hardships on a large 
number of people. 


FRB Exceeded Its Powers? 


If, by its own admission, the 
Board is not authorized to im- 
pose a permanent ban on margin 
trading, we may well question 
whether there was any legal au- 
thority to abolish the use of credit 
for purchasing listed securities. 
Did Congress intend to confer 
power on the Federal Reserve 
Board to prohibit instead of con- 
trol the use of credit in securities 
transactions? Did Congress in- 
tend to confer power on the 
Federal Reserve Board to deny 
American investors, American 
business managers and American 
workers the right to the benefits 
of the creative power of credit 
to be employed according to their 
best judgment? 





in any case, uncertainty as to 
whether credit will or will not 
be available and arbitrary con- 
trol over credit, such as has been 
exercised by the Federal Reserve 
Board, are distinct handicaps to 
business and sure preventives of 
expansion of industry and em- 
ployment. 

With further respect to controls 
exercised by governmental agen- 
cies over our industry, contrast 
the present cooperative attitude 
of the Securities and Exchange 
Commission. This is an encourag- 
ing factor and confirms our be- 
lief that the infusion of new blood 
into the commission under the 
leadership of an able and efficient 
chairman would promote a con- 
structive interpretation of the law 
rather than one based upon the 
whims of political dictates and 
ambitions. I take this occasion to 
compliment Chairman Caffrey, his 
fellow commissioners, and his 
staff upon their effort to develop 
workable, understandable and 
constructive rules. I assure them 
of our cooperation in the sensible 
and farsighted approach they are 
now making to the solution of 
the problems with which they are 
confronted. 


Commission Fees and 
Other Charges 


In addition to governmental 
controls, our business functions 
under rules and regulations of 
the individual exchanges of which 
we are members. In every in- 
stance, these exchanges, and cor- 
rectly so, prescribe schedules of 
minimum commissions which, to 
all intents and purposes, deter- 
mine the extent of the payment 
we receive for the brokerage 
services we provide. 

These schedules are based pri- 
marily upon the number of shares 
or bonds involved in a transac- 
tion. Investigations conducted 
during the past few years not 
only indicate the possibility that 
the present method of determin- 
ing commission charges on secur- 
ities is outmoded and produces 
inequality of charges in certain 
price ranges, but also suggests 
the wisdom of at least consider- 
ing a complete revision of such 
methods by relating the amount 
of commission charged directly 
to the amount of money involved 
in the transaction. 

It is, I believe, self-evident that 
the basis for determining charges 
should be scientific and equitable 
—it should be one which will rea- 
sonably assure, under normal con- 
ditions, that costs will be cov- 
ered; that salaries to employees 
will be commensurate with their 
ability and with the value of the. 
tasks which they perform; and 
that on balance profits will ex- 
ceed losses for those who exer- 
cise prudence, judgment and en- 
ergy in conducting our business 
and in assuming the not incon- 
siderable risks inherent in its con- 
duct. 

Member firms perform one or 
more categories of services — 
brokerage, financial, statistical, 
fiduciary and underwriting—in 
each of which there are varying 
degrees of risks involved for 
which member firms should be 
commensurately compensated. 


The costs of these services, of 
course, have increased during the 
past four years. For example, a 
preliminary examination of the 
comprehensive study being con- 
ducted by the Association, in co- 
operation with the Department of 
Member Firms of the New York 
Stock Exchange, involving an an- 
alysis of income and expenses 
over the past four years of ap- 
proximately 80 member firms, in- 
dicates that our administrative 
and clerical salary rates have in- 
creased 52% in the period 1942- 
1946. This is an important factor 
of our total costs for doing busi- 
ness. 


Final conclusions can not be 
drawn, however, until all the fac- 





ours and Commission Rates 


tors have been analyzed. It is be- 
lieved that this report will be 
completed in the very near future, 
at which time the results will be 
presented to the Board of Goy- 
ernors of the New York Stock 
Exchange for consideration. Fur- 
thermore, it is hoped that this 
study will provide a valuable con- 
tribution to the solution of this 
pressing problem of costs and rey- 
enues and aid in the develop- 
ment of a uniform system of ac- 
counting for our member firms. 


The 5-Day Week 


Any discussion of this subject 
would be incomplete without re- 
ferring to the possibility of the 
establishment of a 5-day busi- 
ness week for our industry. The 
New York State Legislature, now 
in session, may soon adopt a bill 
providing for permissive Satur- 
day closings the year around for 
banks doing business within that 
State, and shortly thereafter the 
New York City banks may es- 
tablish a 5-day business week. 
Therefore, this question will prob- 
ably have to be met and solved 
by the New York Stock Exchange 
in the near future. 

Ours is a service industry, and 
as such its facilities have been 
available to public six days a 
week. The public has utilized this 
service on Saturday. In other than 
metropolitan communities, resi- 
dents often find Saturday the most 
convenient day of the week in 
which to discuss and transact their 
banking and investment business. 

Would it be in the public in- 
terest to deny it this service? 

On the other hand, the adoption 
of a 5-day. week would be in the 
interests of employees by bring- 
ing about a reduction in the num- 
ber of hours worked, provided 
compensation is not reduced. This 
situation has already been recog- 
nized by some exchanges and 
member firms through the insti- 
tution of a work stagger system, 
so that many of their employees 
are not required to work every 
Saturday. Such work stagger sys- 
tems undoubtedly "could be ex- 
panded so that, as in other serv- 
ice industries, employees would 
only be required to work five 
days a week, although the busi- 
ness week for the industry might 
exceed that period. 

Of course, experience might 
prove it impracticable for the Ex- 
change to remain open on Satur- 
days. 

In this respect, we should not 
fail to understand fully the ef- 
fects of such a development. The 
volume of business recorded on 
the New York Stock Exchange on 
Saturdays during the past three 
years approximated 20 million 
shares per year, and that ex- 


.cludes Saturdays in the four sum- 


mer months. From our selfish 
point of view, that volume on 
Saturdays means the potential loss 
of 40 million shares a year, be- 
cause for every buyer of a listed 
security there is also a seller. 


Forty million shares is a sub- 
stantial amount of business. It is 
disturbing, to say the least, to 
consider the possibility of the loss 
of all or any part of it. Perhaps, 
the implications of such a devel- 
opment can be more fully appre- 
ciated if we look at it another 
way. If a member firm does 1% 
of the total stock exchange vol- 
ume on the average, this then 
means the potenial loss of 400,000 
shares annually, without a com- 
pensatory decrease in expenses. 


Shall we complacently discard 
that amount of business or even 
part of it? Shall we presume, 
merely upon conjecture, that ap- 
proximately the same amount of 
business would be transacted in 
five days or 25 hours as is pres- 
ently handled in 5% days or 27 
hours? . 


Rather, would it not be neces- 
sary to make an effort to pre- 
serve as large a part of that vol- 
ume as possible by extending the 
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trading hours on Mondays through 
Fridays by at least one-half hour 
a day? 

In the interests of the midwest- 
ern and western exchanges and 
member firms which already en- 
dure a hardship brought about by 
the various time zones, an earlier 
opening hour would be impracti- 
cal. Hence, a 3:30 closing appears 
to be the best alternative. 


While I can appreciate that such 
a plan might create difficulties for 
the news services in the prepara- 
tion, distribution, and printing of 
stock tables, I am hopeful that it 
would not be an insurmountable 
problem. The press is obviously 
interested in the profitable per- 
formances of our markets. To re- 
move two hours from our week— 
two profitable hours—could im- 
pair our functions and might cre- 
ate a serious reduction of revenue. 
I am confident that they would 
help us work out this phase of the 
problem, should the 5-day week 
become a fact. 


Personnel Practices 


I have referred to steps which 
have been taken by some firms 
and exchanges in establishing 
work stagger systems in the in- 
terest of their employees, and I 
confidently believe that most 
member firms are conscientiously 
trying to adjust their personnel 
relations and personnel practices 
to keep pace with the times. 


Our business requires employ- 
ees of unusual qualifications. 
Their integrity must be above re- 
proach. They must have above 
average emotional stability to en- 
able them to work under great 
pressure during busy periods. 
They must possess abiding loyalty 
strong enough to persist during 
periods of business despair and 
pessimism as well as in times of 
business prosperity. That such 
loyalty is tradition with our busi- 
ness is evidenced by the number 
of employees who have been with 
us for a quarter of a century or 
more. 


That type of employee is not 
one who requires paternalism. 

Activity of the securities indus- 
try depends upon the volume of 
saving and investment as well as 
upon the ebb and flow of invest- 
ment sentiment on the part of the 
public. Both the volume of sav- 
ing and investment sentiment de- 
pend largely upon such influences 
as the tax burden, government 
controls, relations between labor 
and capital, industrial and com- 
mercial activity and other factors 
which our business only reflects. 
Thus we have no control over 
the volume of our business, nor 
can we accurately predict what 
that volume will be during any 
specific future period. This makes 
long range planning difficult and 
thereby necessitates readjustment, 
both upwards and downwards, in 
the number of personnel em- 
ployed by our industry. I know 
of no method within our control 
by which this unfortunate aspect 
of our business can be remedied. 


That difficulty in itself inten- 
sifies the need of a constructive 
approach on our part to employee 
relations. Methods of improving 
personnel practices in any field 
of endeavor must be based upon 
technical knowledge of the prob- 
lem and thorough understanding 
of human nature. Skill as an op- 
erations manager, a department 
manager, or an accountant does 
mot necessarily prepare one for 
meeting the problems of human 
relations. Some of the methods 
and procedures successfully fol- 
lowed in the past may now be 
outmoded. 

There is no question in my mind 
that member firms are desirous 
of establishing sound employee 
Policies, and that they are re- 
ceptive to advanced and proper 


methods of improving their per- 
sonnel practices. 

In this respect, it seems to me 
that the Association can render 
an invaluable service by making 


available to member firms mate- 
rial for reappraising their per- 
sonnel practices in the light of 
accepted techniques and by giving 
technical assistance in training 
programs for the development of 
personnel, especially key person- 
nel with supervisory responsibil- 





ity. This, under the guidance of 
an experienced personnel con- 
sultant, we plan to do. 

Our industry has a vital part to 
play in the progress of America. 
We have the ability—we have the 
desire—to solve these and the 
other problems which confront us. 





President, he went to Potsdam to 
confer with the chiefs of State of 
our allies in war. And at that 
meeting it was largely through 
the statesmanship of Harry Tru- 
man that a sound cooperative re- 
lationship, looking toward the end 
of the war and to the peace be- 
yond, was established among the 
great powers. 

Thereafter, almost daily he was 
faced with decisions of grave im- 
portance, crucial to America and 
crucial to the world. And day 
after day, the challenge was met, 
the decision made. The series of 
mighty strides may well make us 
proud as we look back on them. 
Here are some of the steps that 
were taken to alleviate the suf- 
ferings of a world at war and to 
rule out forever any recurrence 
of that horror from the future of 
a world at peace: 

An international bank and world 
monetary fund were set up. 

_A loan was made to Great Brit- 
ain. 

Aid was given to the starving 
peoples of war-devastated areas. 

The reciprocal trade agreements 
were extended. 

A Secretary of State was ap- 
pointed — James F. Byrnes—who 
faithfully carried out President 
Truman’s policy of firmness, pa- 
tience and goodwill. 

When the post of Secretary of 
State became vacant recently, a 
statesman—one of the greatest of 
his time and of all time, a true 
soldier of peace as he was a skilled 
and gallant man of war—was ap- 
pointed, General George C. Mar- 
shall. 

We in America know that a 
world yearning for peace has not 
yet completed its task. We know 
there are dangers. We know there 
ate men who seek to' undo the 
good work that has already been 
done. 

But we know, too, that in this 
crucial hour, while the citadel is 
rising, a sentry stands on guard, 
clear-eyed and alert. We know 
that George Marshall is on the 
job. And that citadel of the 
world’s hope is safe. 

In meeting the all but super- 
human task of bringing our econ- 
omny through an orderly change- 
over to peace, and in surmounting 
other vast domestic problems, 
President Truman has exercised 
the same courage and integrity, 
the same quiet quality of good- 
will, as he. has shown in the field 
of foreign policy. 

It was right, as Harry Truman 
saw it, to stand by the men who 
came back to us after defending 
their country at war. As a result, 
we now have the GI Bill of Rights 
and a whole program for assist- 
ance to veterans. 


As a precaution against abuses, 
control of atomic energy has been 
retained in civilian hands. 


Back in December of 1945, he 
urged upon Congress a merger of 
the Nation’s armed forces. In this 
he was vigorously opposed. But 
the President was convinced of 
the improvement in defense and 
the greater economy which this 
plan meant. Courageously he 
stuck to it. 


Today, those who formerly op- 
posed him have become convinced 
and have accepted the basic prop- 
osition of merger. A plan, agreed 
upon by both the Army and Navy, 
is now before Congress. 


Under the President’s leader- 
\ship we have moved ahead with 





Hannegan Says ‘‘We Shall March 
On With)President Truman’’ 


(Continued from page 866) 


other big strides for the public 
welfare and protection. 

For the development of atomic 
energy, and as a precaution against 
abuses, a Federal commission has 
been established. The control of 
that commission is in civilian 
hands. 

It was a decision of Harry Tru- 
man that maintained rent control, 
protecting millions of American 
families against profiteering in a 
time of housing shortage. 

In the aftermath of war, it was 
inevitable that the country would 
face pressures for higher prices 
and higher wages. This meant la- 
bor-management disputes. 

Almost daily, the President was 
plagued with these problems. But 
he met them head-on, and in every 
situation he squared his decision 
with his own concept of what was 
best for America. That came 
first. And no special interest, no 
strong-arm tactic, was allowed to 
prevail against it. Harry Truman 
was looking out for—and taking 
action for—the good of the whole 
people. 

Today, with the President’s per- 
sonal example before them, labor 
and management are finding their 
way toward agreement. We have 
emerged into a time of goodwill. 

A few weeks ago the President 
sent to Congress three messages— 
on the state of the Nation, on the 
economic prospect, and on the 
budget. 

In these messages, with the 
same sound judgment, the same 
spirit of American teamwork that 
have marked his every official act, 
he has outlined his policy in such 
matters as taxes, government ex- 
penditures, labor legislation, em- 
ployment, military security, hous- 
ing, and protection for the small 
businessman and the farmer. 

In his decisions on all these 
matters, he has chosen to be 
guided, not by “right” as distin- 
guished from “left,” but by right 
as distinguished from wrong. 

Addressing himself to a Con- 
gress dominated by a majority of 
the opposition party, the President 
said: 

“The power to mold the future 
of this Nation lies in our hands — 
yours and mine, joined together. 
. .. On some domestic issues we 
may, and probably shall, disagree. 
That in itself is not to be feared. 
It is inherent in our form of gov- 
ernment. But there are ways of 
disagreeing; men who differ can 
still work together sincerely for 
the common good.” 

Those are words of high states- 
manship, because they are words 
that put country ahead of every- 
thing else. There is no higher 
form of statesmanship than the 
simple acknowledgment of broth- 
erhood, regardless of party, under 
a freeflag. 

Time and again, the people of 
this country have seen President 
Truman’s judgments confirmed by 
the course of events. 


Only recently we have had sev- 
eral striking instances of this. 
Consider, for example, his view 
on taxes. His political opponents, 
as part of their campaign in the 
election of last November, prom- 
ised to end the excise taxes on 
luxury goods. 


Harry Truman counseled against 
abandonment of these taxes. 

Who was right? 

A few days ago, Congress voted 
to continue the luxury taxes, and 





to repeal them in their election 
campaign now switched position, 
and voted to retain them. 

Or consider the question of a 
reduction in income taxes. The 
President’s political opposition 
promised the people to cut income 
taxes 20% “across the board.” 

The President already has 
pointed out to Congress the danger 
of promising a reduction in taxes 
before making certain that this 
can be done without unbalancing 
the budget. He has opposed any 
reduction in taxes that will mean 
failure to reduce the national debt. 
And he has strongly urged that 
persons of small income be made 
the major beneficiaries of any tax 
reduction. 

Who was right? 

Now we find the Republican 
opposition weakening in its ill- 
advised stand. We hear the be- 
lated admission that budget-bal- 
ancing must come before tax re- 
duction. And Republicans them- 
selves are attacking the “across- 
the-board” feature and urging 
their own leadership to abandon 
it. 

Another great question bearing 
on this nation’s future is our com- 
merce with the outside world. 
President Truman has called the 
attention of Congress to the pro- 
posed organization of nations to 
promote world trade, and has 
pointed out that America’s recip- 
rocal trade agreements will be 
vital to the success of this effort. 

But economic isolationism is 
finding its voice again. Within the 
past few days, a virulent attack 
has been launched by certain 
members of Congress against the 
reciprocal trade agreements. 

Who is right? 

Well may we pray that the ma- 
jority of the 80th Congress, for 
the sake of humanity, will ac- 
cept the advice of the President 
and vote for the trade of the 
world which is so vital to the 
peace of the world! 

To those of the opposition who 
decide:to follow Harry Truman’s 
better judgment, we say: 

“For your reversal of position, 
for correcting your own errors of 
the past, we have only praise! May 
you, for America’s sake, always do 
so! The only difference now he- 
tween your position and that of 
the President is that he was right 
the first time.” 

More and more, the people of 
America are confronted with these 
proofs of the wisdom and fore- 
sight of Harry Truman. Now that 
they see our economy back on an 
even keel, less than two years 
after the war, now that they real- 
ize how many were the obstacles 
along the road, the people are 
wondering: 

How has this come about? 

Do nations automatically emerge 
unscathed from a great world con- 
flict? 

If you think so, look at a map 
of the world. Try to put your 
finger on one world power—out- 
side of our own—one great nation 
whose people, whose economy, 
whose very soul has not been 
seared and left bearing scars for 
generations hence. 

America has not won back to- 
wards peace and prosperity by 
resting on her historic laurels or 
by dropping her destiny in the 
lap of fate. 

How, then, has it come about? 


We have won back, we are win- 
ning back, because we have had 
sound leadership. We are on our 
way towards peace and prosperity 
because the leadership of Presi- 
dent Harry Truman has been a 
leadership of integrity and good- 
will, of courage and foresight. 


It is true that in the beginning, 
many Americans did not know the 
abilities of this man who had be- 
come President. From the day he 
took over, voices were raised 
against him by men long-embit- 
tered, men who were blinded by 
their own narrow political bias. 
Without waiting for the test of 
office, they spoke in belitthement 





the very men who had promised ‘people of 


of his stature. 


i They do not do so today. The 
America have learned 


that Harry Truman wears well. At 
all times when the goud of the 
country was at stake, they have 
seen him set an example for these 
critics by rising above political 
animosities. The bitterness and 
hate that might otherwise have 
spread and undermined our 
strength as a nation, he has 
checked at the very source. With 
the philosophy of goodwill he has 
disarmed the haters and the 
champions of strife and distrust. 


The world is hungering for 
more of that kind of leadership. 
The world needs more statesmen 
with vision and a firm, unswerv- 
ing strice, 

Here in America, we _ shall 
march on with President Tru- 
man toward our goal as a pros- 
perous people, a strong and secure 
nation. 

We have gone far and fast, but 
the task of leading us to peace 
and plenty is not accomplished in 
a day nor a year. 


Until that work is done, we are 
ready to call upon our President 
again as the man who has proved 
himself fit for the job. America 
will give him the support and 
loyalty that he deserves of us all, 
through the years ahead. 





Parcel Post to Germany 


Postmaster Albert Goldman an- 
nounced on Jan. 15, that ordinary 
(unregistered and uninsured) gift 
parcels are now accepted for mail- 
ing when addressed for delivery 
in all parts of Germany (Ameri- 
can, British, French, and Russian 
Zones, including all sectors of 
Berlin), except the portions of 
Germany under Polish control 
which is governed by the regula- 
tions applicable to parcels for 
Poland, and the address should 
show “Poland” as the country of 
destination. 


The parcels for Germany will 
be subject to the same conditions 
as were in effect prior to the 
suspension of the service and also 
to the following restrictions: 


(1) Only one parcel per week 
may be sent by or on behalf of 
the same sender to or for the same 
addressee; (2) Contents are limit- 
ed to such essential relief items 
as nonperishable foods, clothing, 
shoes, soap, mailable medicines, 
and other similar items for the 
relief of human suffering. No 
writing or printed matter of any 
kind may be included; (3) Parcels 
must not exceed 11 pounds in 
weight, or measure more than 36 
inches in length or 72 inches in 
length and girth combined; (4) 
Parcel post rates are 14 cents per 
pound or fraction of a pound; 
(5) The parcels and relative cus- 
toms declarations must be con- 
spicuously marked “Gift Parcel” 
by the senders, who must itemize 
the contents and value on the 
customs declarations. Parcels are 


liable to censorship and customs 
examination in the zone of desti- 
nation; (6) Parcels should bear 
the name of the addressee, street 
and house number, town, postal 
district number (if known), prov- 
ince, and, in addition to the word 
“Germany,” indication of the 
zone of destination, or the name 
of the sector in case of parcels 
destined for Berlin. Box numbers 
may be used as part of the address 
provided the name of the box 
holder is shown. Parcels shall not 
be accepted for mailing when ad- 
dressed “General Delivery”; (7) 
Parcels which are undeliverable 
will not be returned to senders 
but will be turned over to author- 
ized German relief organizations 
for distribution to the needy. 
The export control regulations 
of the Office of International 
Trade, Department of Commerce, 
Washington 25, D. C., are applica- 
ble to parcels for delivery in 





Germany. 
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Make the Dollar as Good as Gold! 


(Continued from first page) 
that the currency is now based on 
the debt. 


This idea of debt management 
is the last resort of all national- 
ists. First, they make the debt of 
the sovereign, that is, govern- 
ment notes and bonds, the cur- 
rency; then, in order to compel 
the subjects to use the currency at 
its face value, they proceed to 
control the economy. Such was 
the procedure in the days of Louis 
XV and John Law which ended 
in the notorious Mississippi 
Bubble. 


._ A. International Aspect 


‘The problem of debt and cur- 
wency today comes to a head in 
international rivalries and ‘wars. 
This should remind us of the fu- 
tility of all the talk about there 
being anything new in the pro- 
posals for a managed currency 
and managed debt. They are no 
mewer than national wars! 


In fact the situation today is 
reminiscent of the dark days of 
Mercantilism, and the constant 
warfare which we associate with 
the 16th and 17th centuries. They 
are reminiscent of the suspen- 
sion of specie payment by the 
Bank of England in the period of 
the Napoleonic wars. We don’t 


thave to remember far back, to re-' 


call the “shell game” overplayed 
by Dr. Schacht in Germany at the 
end of World War I, when he 
performed the miracle of creat- 
ing purchasing power out of gov- 
ernment spending and debt, by 
merely raising taxes and com- 
pelling the purchasers of Ger- 
man government bonds, and thus 
forcing the people to give back 
the money as he spent it. And 
is there anyone whose memory 
does not extend to the period 
of World War II, in the United 
States, when the head of our 
own central banking system de- 
fended a similar procedure as 
carried out by the head of our 
government? They seized our 
gold, and withdrew it from cir- 
culation. They inflated the paper 
price of gold 68%, calling it “de- 
valuation.” They defaulted on the 
government’s gold bonds. With 
this background, they borrowed 
through deficit financing, and 
scattered the money among the 
people through government spend- 
ing. Then they took it back 
through progressive taxation and 
bond sales. Then they spent it 
again. If there is any better il- 
Justration of a “shell game” than 
that, I don’t know of it. 


These essentially identical pro- 
cedures, down through the cen- 
turies, have developed when po- 
litical values become more impor- 
tant than economic values; in 
other words, when politics drives 
out economics. The current in- 
ternational mess in economic and 
monetary matters is an outcome 
of this condition. Looking over 
the world today, we see in all 
countries masses of depreciating 
Paper currency lying over the 
economic terrain like great gla- 
ciers. A part of the landscape ig 
the mass of trade restrictions and 

ancial controls which are re- 
quired when there are no stand- 
ard money and free exchange. We 
see the central banks each trying 
Ee resate the economy of its na- 
“on for, political and financial 
@urposes. And we see the goy- 
€rnments forced to contro] inter- 
@at.onal trade and exchange, un- 

j ancient and inefficient 
System of barter. (How anyone 
<an talk about the trend in mone- 
tary matters being in a “forward 
direction,” when one reflects that 
barter is the device of the savage 
is beyond me!) 


World Wide Currency Chaos 


ene a Rvs look over these 
sses of frozen paper currenc 
and trade restrictions, we mm 
€verywhere little hot spots. These 
are the black markets in gold. 
The existence of black markets 


in gold at various points in the 
world, is to my mind one of the 
strongest proofs of the goodness 
of gold. In the days when there 
were black markets for meat in 
the land, I think that most of us 
appreciated the goodness of the 
thick steak or prime rib more 
acutely than at any other time. 
The black market in meat, which 
was universal and widespread, 
proved the goodness of meat— 
just as the speakeasy in the days 
of prohibition proved the good- 
ness of liquor. Well, we could 
not keep the paper price of meat 
down; so now we will not be 
able to keep the paper -price of 
gold down either. That is what 
the black markets in gold are tell- 
ing us. 

Consider the case of the Italian 
lira. True, the international fund 
or world bank, or whatever they 
eall these Bretton Woods mon- 
strosities, has undertaken to 
name rates of exchange between 
the dollar and the various paper 
currencies of other countries. 
Doubtless the lira has it place in 
the list. Would anyone in his 
senses, however, care to trade lira 
for dollars on the basis of this 
rating? The conditions that de- 
termine the value of the paper 
lira are completely unpredictable. 
They are unknown and unknow- 
able, depending as they do upon 


a highly unstable government and} 


the fickle political arrangements 
that are to be made in the dis- 
posal of shipping, colonies, re- 
parations,, etc. 


And who knows what the Brit- 
ish pound is really worth? The 
radical labor government of Great 
Britain is trying desperately to 
keep the purchasing power of the 
pound up by holding prices down. 
Nobody knows just how the ef- 
forts will work. All we know is 
that some of us, like myself, are 
sure that they will fail, just as 
we ourselves failed in a’ #ome- 
what similar attempt. 


The plain fact is that the “pari- 
ties” established among the vari- 
ous currencies mean little but po- 
litical hopes. They represent 
opinions on the part of certain 
political authorities that the paper 
dollar should be pegged to the 
paper pound at the rate of about 
four-to-one, and so on down the 
list. Many of the exchange rates 
are unquestionably too high. And 
the dollar itself is but a piece of 
paper dependent for its purchasing 
power upon the policies and con- 
trols of good but limited men 
such as M. S. Eccles, John Sny- 
der, and Harry Truman. 


I hold that there is no way 
under the sun to tell what the 
lira or the pound is worth under 
such circumstances. This you 
doubtless will believe, but don’t 
you see that if this be true it is 
also true that there is no way 
under the sun to tell what the 
dollar is worth? We will never 
know in any generally acceptable 
and demonstrable way what the 
several currencies are worth in 
exchange for one another, unless 
and until we make them definite- 
ly and precisely comparable with 
some one object with which they 
can be compared, and I know of 
ne object which is so suitable 
for this purpose as is gold. No- 
body would ever be convinced 
that the pound sterling is worth 
exactly $4, just because the av- 


erage price of cotton goods, pig. 


iron, and potatoes in England 
might be one quarter of what it 
is in this country. But show me, 
or anyone else, that I can get 54.8 
grains of pure gold for a pound 
at the same time that I can get 
13.7 grains of pure gold for a 
dollar, and I will admit that the 
two must exchange in the ratio 
of one to four, because I know it. 


What Is Money? 


All this condition rests upon 
the big delusion, almost world 





wide, that money is just a ticket 
or a sort of claim to goods—to 


anything a man wants. This idea 
underlay German nationalism, 
with its notion that paper curren- 
cy had a great superiority in bind- 
ing the people of the nation to- 
gether in a sort of mystic tie, not 
recognizable to the people of other 
nations. It lies back of the so- 
called economics of Lord Keynes 
which is characterized by the no- 
tion that governments can give 
people -purchasing power by bor- 
rowing from them and then mak- 
ing them work it out on the 
roads, thereby creating full em- 
ployment! Our own Marriner S. 
Eccles, following in the path of 
another notorious Scotchman, 
John Law, has stood for the idea 
that money is nothing but a claim 
against what he called the “gen- 
eral assets of the nation.” I have 
always wondered just whose as- 
sets the general assets of a na- 
tion are. How does the nation get 
any assets at all? What is to as- 
sure the stability of my “claim’’? 
Don’t my liabilities in the shape of 
heavy taxes and government debt 
more than offset my “claim” to 
any alleged national assets? 

And don’t forget that all the 
time, as if it were boring from 
within, we find in the average 
American college textbook in 
economics, presenting the idea 
that money is a nominal thing, a 
sort of ticket or warehouse re- 
ceipt. At first,.it may seem con- 
vincing to think of a dollar as a 
warehouse receipt which you 
present in the market and get 
your share of the goods; but when 
stop to think, you realize that a 
warehouse receipt means that you 
have put something in a ware- 
house, and that the receipt gives 
you a claim to that specific thing. 
That, however, is not what the 
fiat-currency people mean. They 
think ,of the warehouse as con- 
taining those “general assets of the 
nation.” You put in 40 hours or 
so at whatever occupation you 
most enjoy, and receive certain 
claims. But claims to what? 
What have you put into the gen- 
eral warehouse? Who runs the 
warehouse? What is there to in- 
sure that what you do, is going 
to contribute your full share to 
filling it?—but why push the mat- 
ter further? 

My point is that our minds have 
been all but poisoned by a con- 
tinuous flow of vicious arguments 
and pronouncements, some of it 
from high places. These have 
been exposed, exploded, and dis- 
proven over and over again. Yet 
I predict that when the next great 
wars come, whether it be a gen- 
eration or a hundred years from 
now, the same delusion will again 
arise. And I further predict that 
the next generation of New Deal- 
ers will again call it “Something 
new,” and therefore call it “‘pro- 
gress’. 

“Commodity Dollar” 


One of the most persistent cases 
of such thought is the notion of 
the so-called “commodity dollar.” 
You would think that a commod- 
ity dollar man would be ripe for 
the idea of a gold standard, since 
he should be willing to take gold 
as the commmodity to which he 
would tie the dollar. But no! 
What he does is to select some bill 
of goods, taking his favorite list 
of items, and proposes that in 
some way or other we should 
make the paper dollar always buy 
the same quantity of this bill of 
goods. But how? The commodity 
dollar man always is forced to 
exercise some act of superior pow- 
er and wisdom; that is, he imag- 
ines he can in some way, through 
political controls, manage a fiat 
currency so that it will have a 
constant purchasing power as 
judged by the prices of his list 
of goods. 

One trouble is that no two of 
them can agree as to just what 
bill of goods should be taken as 
the basis for their proposed con- 





trol. Another difficulty is that 
no two of them can agree precise- 

















ly as to how the currency they 
would use, should be managed. 


The truth is that the “commod- 
ity dollar” means no standard. It 
means nothing but somebody’s 
idea about what a dollar ought 
to buy; but provides no standard 
for determining its value. It is 
exactly like saying that the dis- 
tance from Denver to Chicago 
can be determined by dividing 
that distance into 1,000 units. Of 
course, when you measure that 
way you will find that a unit is 
always 1/1,000 of the total dis- 
tance! 


A Stable International 
Currency Base 


So I come to the conclusion that 
the big underlying problem of 
our currency, internationally, is 
the problem of securing some de- 
finite and stable base, something 
that is not a mere claim depend- 
ing either upon coercion or upon 
the intuitions of some dictator. 
This definite and stable base is 
necessary for the determination 
of foreign exchange, and for de- 
ciding the amount of credit to 
be extended in the case of for- 
eign loans. Without such a base, 
exchange ratios are interminate. 
The amount of loans is unlimited. 


This problem now centers on us 
and our dollar. You will have ob- 
served that the Bretton Woods ar- 
rangements for an international 
fund and a world bank all focus 
on the idea of some “scarce cur- 
ruency”. Well, aside from Switz- 
erland and one of two other cases, 
the American dollar is the one 
currency that is “scarce.” What 
does that mean? It means that the 
American dollar is the one means 
by which you can get American 
food and American machinery! 
The problem, then, is how to give 
Bolivians and Liberians their 
share of the scarce currency 
which enables them to get food 
and machinery from us. 


There is only one way to do 
this fairly and without coercion. 
And that is to put that scarce cur- 
rency, the United States dollar, on 
the basis of a gold standard. We 
are about the only nation, out- 
side of Switzerland, which can 
have a gold standard. It is there- 
fore my opinion that the United 
States should go on the gold 
standard at the earliest possible 
moment, so that other nations can 
be able to accept the United 
States dollar based on gold as a 
means of measuring their curren- 
cies. This I think is by far the 
most effective step than can be 
taken to restore’ international 
trade. 


I would emphasize at this point 
that we stand at the same cross- 
roads where England stood at the 
end of the Napoleonic Wars. Eng- 
land had abandoned the gold 
standard. The bullion controvery 
then raged. Following the ideas 
of the great classical economist, 
David Racardo, England then 
made the right decision and re- 
turned to the gold standard, mak- 
ing the pound convertible into 
gold. This, along with the closely 
related policy of relative freedom 
of international trade, brought to 
England her great period of 19th 
century trade superiority. 

Similarly today, the dollar is 
the only world currency. Similar- 
ly today, we have our bullion con- 
troversy, the issue. being whether 
to back the dollar with gold so as 
to make it as good as gold bullion. 
If we will take this step. with the 
responsibilities and _ difficulties 
that it involves, we may hope to 
become the unquestionel econom- 
ic leader of the world for a cen- 
tury to come, with all the chance 
for power, prosperity, and good 
influence that comes with such 
leadership. 


B. Domestic Aspect 
This obviously brings us to the 
domestic or internal aspect of the 
problem. 
When we consider the monetary 
problem as it confronts us at 














home, we are driven to inquire 
just what is the meaning of a 
“standard” for our Own money, JY 
would emphasize that this means 
something more than a mathe- 
matical formula, or a banker’s rule 
for finding out what a foreign cur- 
rency will exchange for. It means 
a basis for determining what a 
day’s work in the fields or mines 
is worth in exchange for our daily 
bread. It means a basis for de- 
termining what the savings that 
I leave to my children will be 
worth. 

To begin with, note that we are 
not now on any standard. It is my 
carefully considered judgment 
that it is quite incorrect to de- 
scribe our present arrangement as 
an “international gold bullion 
standard.” Nor does the Treasury’s 
fixed buying price for gold — at 
present 35 paper dollars an ounce 
—constitute being on a standard. 

The general idea of a standard 
is that of an accepted rule. Ac- 
cepted rules of conduct are 
“standard.” Accepted rules for at- 
taining beauty and art are stand- 
ards. But note that when thus 
loosely defined all sorts of de- 
grees of standardization may ex- 
ist. The basic meaning of the rule 
depends upon the nature and de- 
gree of its “acceptance.” I hold 
that the only true acceptance of 
rule is one which is voluntary and 
general among the individuals 
who are concerned, No real stund- 
ard exists in any complete form. 
unless (1) it is freely accepted 
without the cvercion of govern- 
ment fiat, and unless (2) it is so 
aenerally accepted that it charac- 
terizes the action of the whole 
group involved. 

The latter point means that a 
standard must be objective. A 
subjective rule, that is, one that 
depends upon the whims or the 
“wisdom,” intuition, management, 
or planning of some sovereign, 
whether dictator or “leader,” is 
not a standard. A standard must 
be consistent with democracy! 

Accordingly, a standard re- 
quires no shifting, manipulation, 
or adjustment. It is automatic in 
its working, since it depends for 
its effectivenes upon the free 
choice of individuals who accept 
it. 

A standard then, is not deter- 
mined; it determines. 


Definition of Monetary Standard 


I would give as a practical def- 
inition of a monetary standard 
that it is the thing which deter- 
mines the value of the monetary 
unit. Find out that upon which 
the value of the monetary unit de- 
pends, and you will find the 
standard. When the paper dollar 
depends for its value upon a cer- 
tain quantity of a certain metal, 
such dependence being generally 
recognized because of complete 
two-way convertibility, we say 
that we are on the gold standard 
or the silver standard, as the 
case may be. 


There is no pretense at the pres- 
ent time that we are on any ob- 
jective standard as to the value of 
the dollar at home. How could 
there be, when so large a part of 
the government's activity is spent 
in “managing” the currency, and 
in attempting to fix prices? In 
any country in which there is ne 
standard, the tendency is to hoard 
some commodities or real estate, 
thus showing the absence of a 


istandard. The adoption of infla- 


tionary hedges, is a confession that 
the currency is not on a standard, 
(It strikes me as being somewhat 
ludicrous that so many of our cit- 
izens sit and complain that we 
must fight inflation and hold 
prices down, while at the same 
time assuming that we have some 
standard for our currency; and if 
the Treasury’s so-called fixed 
price of gold means anything as 
to the purchasing power of the 
dollar in trade, why all the dis- 
cussion about inflation and defla- 
tion?) 

To my mind, the proof is con- 
clusive, in that commodity prices 
remained practically unchanged 
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during the years 1934 to 1939 
while the quantity of gold in the 
gold dollar had been reduced 
nearly 50%, and the price of gold | 
was raised from $20.67 paper dol- | 
lars to $35 paper dollars per | 
ounce, or about 70%. Obviously, 
it would have been impossible that 
commodity prices other than that 
of gold could have remained un- 
changed while the gold dollar was 
cut in two, if our prices had been 
measured in terms of gold dol- 
lars. 


Nor is it any truer that interna- 
tionally we are on some sort of a 
gold standard. True, the govern- 
ment has bought gold. It has also, 
after due consideration, allowed 
gold to be shipped abroad. But this 
is only after all political angles 
have been considered. Exchange 
controls prevail. Financial and po- 


‘action of the authorities. There is 
hardly a trace of automatic action 


in exchange for other currencies 
would depend upon its convert- 
ibility into gold. Why do foreign 
traders think gold worth $70 an 
ounce despite the so-called price 
of $35 adopted by our Treasury? 


-As already pointed out, the 
searcity of the dollar in interna- 
tional trade is entirely due to the 
scarcity of products in the hands 
of those who desire to trade for 
American goods. 


‘Having faced the fact that we 
are on no standard in this country, 
and thus come to understand bet- 
ter what a standard is, the next 
step should be to decide what 
standard we should point toward. 
Without boring you with an ex- 
tended discussion of this subject, 
I will state my conclusion that 
only one standard has ever 
worked, namely the gold standard. 
I- do not say that it is easy to at- 
tain and maintain any standard, 
whether in morals or literature or 
money. Where is there perfec- 
tion in the world? But I do say 
that the nearest to perfection that 
has ever been attained in the way 
of a monetary standard, and the 
only one that has persisted in ef- 





fect for long periods of time, has 
been one based on gold. Look into 
any alleged case in which fiat! 
currency has worked for a time 
and you will always find that its| 
apparent success has been a be- 
lief or hope in its convertibility 
into gold or silver. 


The Gold Standard 


My conclusion is that we should 
point toward the gold standard, | 
and my thought is that the first 
step is to find out what gold is 
worth in terms of the paper dol- 
lar, or if you please, to find out 
what the paper dollar is worth in 
terms of gold. (How can you do 
One thing without the other?) 


_ The fundamentals of the situa- 
tion are that we have outstanding 
a vast amount of currency. The 
total amount of demand deposits 
and money in circulation is in the 
neighborhood of $107 billions. It 
is highly important to note that 
this currency is inelastic. In other 
words, there is no automatic re- 
tirement for it. One of the curses 
of inflation based on public debt 
is that claims in the form of bond- 
secured notes and deposits must 
be faced. 

- This vast amount of. inelastic 
currency is several times larger 
than it was in 1934, when all the 
Shooting began. It has increased 
far out of proportion to any in- 
crease in the quantities of com- 
modities and services for which it 
is designed to serve as a medium 
of exchange. 

We do not dare to allow it to 
be used freely in exchange. The 
turnover of bank deposits is high- 
Ty subnormal, showing only a 
faint trace of life, as it were. The 
large amount of money in circula- 
tion in one way or another rep- 
Fesents hoarding or other abnor- 
mal retardants of circulation. 


Thus we do not know what a 





Paper dollar is really worth. By 


the same token, we do not know 
what quantity of gold there should 
be in a gold dollar. Incidentally, 
we do not know what quantity of 
paper may be issued and must 
rely upon some indefinite feeling 
that already we have too much. 


Under these _ circumstances 
something in the way of a free 
gold market must be allowed. The 
citizens in this country should be 
allowed to possess gold and to buy 
and sell it as they would any other 
reputable commodity. Our pro- 
ducers Should be allowed to sell 
gold in the world markets. If a 
free gold market existed, we 
would soon be in little doubt as to 
the true value of the paper dol- 
lar, whether in exchange for Colo- 
rado potatoes or the pound sterl- 
ing. 

_As it is, what do we find? We 
find ourselves fed with rumors 
and reports as to quotations for 
gold in foreign currencies which 
indicate that an ounce of gold 
may actually be worth anything 
between $50 and $80. Our Treas- 
ury sits there holding out a so- 
called price of gold which indi- 
cates that the paper dollar ought 
to be worth 1/35th of an ounce of 
gold. In the black markets, how- 
ever, smart foreign traders in the 
Orient and elsewhere, register 
their judgment that the paper dol- 
lar is worth somewhere in the 
neighborhood of 1/70th of an 
ounce of gold. They are willing 
to bet that the American paper 
dollar is worth little if any more 
than half what the Treasury buy- 
ing “price” holds it out to be. It 
is no wonder that across the bor- 
ders of most countries today we 
find gold being smuggled for black 
market purposes. Gold pesos are 
being flow out of Mexico to en- 
able the citizens of China, Iran, 
and Argentina to use them for 
savings and legal tender. Recent- 
ly an American airman was ar- 
rested for engaging in such traf- 
fic from our own shores. 


I do not undertake to say just 
how provision for a free gold 


/market should be made. ‘But as 


an economist, and as an honest 
man who believes in freedom, I 


'am absolutely sure that the time 


is near at hand when we should 


_be able to find out in an objective 


way what the relative values of 
paper dollars and gold dollars are. 


Problems of Currency Liquidation 


At this point the big political 
and economic problem of liquida- 
tion and readjustment should be 
considered. How are we to liqui- 
date the mass of paper currency 
including demand deposits? How 
are we to realize on the sterilized 
hoards of gold? 


One way would be to call in the 
notes and scale down the deposits, 
thus reducing the total claims. 
This would be precisely what the 
OPA administration did when, 
having issued more red tokens 
than there were pounds of meat 
and butter, they cancelled a part 
of the excess issue of such tokens. 


Another way is to allow the 
currency outstanding to remain 
in effect, merely allowing and 
facilitating an upward readjust- 
ment in prices to a level at which 
the currency would be used at 
the normal rate of turnover. 


Back in the early part of the 
19th century during the Napole- 
onic wars, the eminent economist, 
David Ricardo, argued that the ex- 
cessive note issues should be 
scaled down to fit the bullion re- 
serves of the Bank of England. I 
wonder if such an approach is 
feasible at the present time. 
Frankly I doubt it, if for no other 
reason than that so large a part of 
the claims now outstanding in the 
shape of notes and deposits are 
held by individuals. Not only are 
they held by individuals, but, to 


an appreciable extent, they are 
held by the common people. It 
has been one of the main object- 
ives of the administration to com- 
pel the people to subscribe to its 
bonds and to engage in forced 





war savings. The result is that the 
people are not going to sit by and 
see the principals of their sav- 
ings bonds and the number of dol- 
lars in their deposit accounts, re- 
duced. Even if they were willing 
to do this, whom would they now 
trust to do it? 


Under the circumstances of such 
large inelastic and widely held 
masses of currency, or “liquid sav- 
ings” as they are sometimes called, 
it seems likely that the value of 
the dollar will have to be read- 
justed downward. The number of 
paper dollars is large in relation 
to the relatively fixed quantity of 
gold. Very well—there will prob- 
ably have to be some further de- 
valuation, which means a reduc- 
tion in the quantity of gold in the 
gold dollar. This, I believe, would 
in part be the only way that we 
could both (1) return to the gold 
standard and (2) retain anything 
like the number of dollars now 
existing in our circulation, in de- 
posits, and in “liquid savings.” 

Note, furthermore, that it seems 
the more likely in that we have 
been led into an attempt to main- 
tain a high exchange ratio for vast 
masses of foreign currencies in re- 
lation to our own. We have vir- 
tually agreed to a dilution of dol- 
lar exchange. The only alterna- 
tive, a general scaling down of 
foreign currency issues, seems to 
be unlikely. 


Prices to Be Maintained 


Moreover, it seems that paper 
dollars will have to decline in 
purchasing power with relation 
to goods; that is, to the general 
run of comodities and services. 
This, of course, would mean high- 
er prices. Such a further depre- 
ciation in the purchasing power of 
the currency, based upon de- 
valued gold dollars, would enable 
us to use the existing currency. 
As prices rise, it takes more dol- 
lars to do a given physical volume 
of business. Such a rise, I think, is 
one condition of the return to 
equilibrium in our economic life. 


While a rise in prices of this 
sort, is properly referred to as in- 
flation, you will note that it is an 
inflatiédn of the currency that al- 
ready exists. The rise in prices is 
but a yielding to unfavorable 
economic forces. And it would be 
prevented from running away, by 
keeping paper dollars convertible 
into gold. 


Probably, such a rise will go too 
far, and the momentum of it carry 
beyond the point of equilibrium. 
A business recession with some 
decline in prices would doubtless 
follow in due course—say some- 
time between now and 1951 at the 
latest. But I do not think that 
prices will at any time recede to 
the prewar levels, and I am sure 
that when the final equilibrium is 
restored, it will be at a perma- 
nently higher level. 

Incidentally, this would prob- 
ably keep the “secondary” war 
depression from being as great or 
as long as those following the 
Civil War and World War I. 

A very important point to note 
in this connection is that the 
amount of gold in existence con- 
stitutes no objection to the use 
of gold as a monetary standard. 
Most emphatically there is no lack 
of gold. Not only are the hoards 
of gold maintained at various 
points scattered over the world 
enormous, but there has been con- 
siderable addition to the produc- 
tion capacity in recent years. The 
notable additions have been those 
in the Orange Free State, South 
Africa, and in the Canadian 
Northwest territory. The Siberian 
gold resources are by no means 
fully exploited. It seems to me 
probable, however, that the main 
factor in supply is the tremendous 
quantity of old gold that has been 


driven underground. After Eng- 
land’s abandonment of the gold 
standard in 1931, followed shortly 
by the New Deal performance, 
gold went underground. So there 
is now not only the 20-billion 


hoard buried at Fort Knox; but 
also there is probably something 
like another 20 billion in private 
or government hoards scattered 
throughout the caves and cellars 
of the world. With the return to 
a gold standard the metal would 
emerge. As I have already indi- 
cated, one of the advantages of the 
gold standard would be the return 
to use of these now wasted gold 
resources 
Conclusion 


In conclusion, it is important to 
consider the essentials of money. 
For over a decade now, we have 
been bombarded with arguments 
in favor of a “managed currency” 
and against a resort to any objec- 
tive standard. It is not going to 
be easy to offset the effect of all 
this propaganda, without going 
through a terrible depression 
which would compel people to see 
the fallacies of Keynes and the 
Communists. 


The function of money is not 
that conceived by the New Deal, 
namely to serve as a means of 
central control and social reform 
—one that can be used for the 
purpose of giving everybody in 
the world a bottle of milk a day. 
The function of money is to meas- 
ure objective or free market val- 
ues. These are the values upon 
which economic democracy de- 
pends. 


In order that money may ful- 
fill this function, there are cer- 
tain definite requirements. The 
first and most obvious one is that 
the money must itself have objec- 
tive value. You can not measure 
distance without using a yardstick 
that has distance itself. Just so, 
you can not measure value with- 
out using a monetary unit that also 
has value in the same sense that 
the thing measured has value. 

It follows from this that the 
money unit must be desired and 
must have scarcity. Any tyro in 
economic theory will tell you this. 
What then are the conditions of 
monetary desire and scarcity? 

First, the thing used as money 
must be fit for the purpose. It 
must have “fitness value.” It must 
be generally acceptable on account 
of its convenience, durability, di- 
visibility, and _ portability. It 
must be stable in its value, so that 
it may serve as a basis for credit 
transactions and a standard for 
deferred payments. 

The point of stability brings us 
to the supply side and the ele- 
ment of scarcity. Here note that it 
is most important that the quan- 
tity of the material be used for 
money to be limited by nature, 
but that the quantity available to 
man be variable according to the 
costs of production. In other 
words, the ideal money material 
must be producible, but costly. 
More than that, the cost must be 
pretty definitely ascertainable, 
not that of a mere by-product. 
In this respect, gold is ideal. In 
the present state of our knowl- 
edge, the total quantity of gold 
in the world is limited, but the 
quantity available for use can be 
increased, depending upon econ- 
omic conditions, including freely 
determined costs of production. 


Thus the commodity, gold, be- 
ing desirable and scarce in the 
same sense that most economic 
goods are desirable and scarce, is 
fitted to play its part as a medi- 


um of exchange. Its general ac- 
ceptability and the stability of its 
value, make it one of the best 
suited means for use as a stand- 
ard of deferred payments. 

Such is the case for a gold 
standard. If there be any other 
material that is more fit, let us 
choose it; only let us have some 
objective standard for our money 
that is as good as gold. This we 
must do unless we are prepared 
to surrender our individual free- 
dom, and submit to the whims of 





| te dictator in a managed econ- 
omy with a managed currency. 


The Blocked Sterling 
Balances: Enzig 


(Continued from page 867) 


and elsewhere, hold the view that 
a reasonable compromise, accept- 
able to both parties, should be 
negotiated. The figure they usually 
have in mind varies between one- 
third and two-thirds of the 
amount. A possible basis of some 
such compromise would be the ac- 
ceptance of the principle that the 
debts should be scaled down on 
the basis of the purchasing power 
parities of Sterling in relation to 
the currencies concerned. Thus, 
if on the basis of the purchasing 
power parities the rupee ought to 
have been devalued to, say 9d, in- 
stead of being maintained at the 
overvalued rate of 18d, the debts 
due to India should be corre- 
spondingly reduced by 50%. An- 
other formula is that debts arising 
from imports from the creditor 
countries should be recognized, 
while debts arising from the ex- 
penditure of British troops in 
India, Egypt, Iraq, Syria, Persia, 
etc., should be cancelled, sinee 
the presence of these troops saved 
the countries concerned from Axis 
invasion. 


(4) The cont school. A real- 
istic school of ought believes 
that the amount of Sterling bal- 
ances recogized in relation to 
each credit or country should be 
equal to the total of British finan- 
cial interests in those countries, 
not more and not less. The Brit- 
ish debt to India would provide a 
security for the British owners of 
property or claims in India. Sinee 
the balances are only likely to be 
repaid over a very long period (50 
years is the period usually sug- 
gested) the British investors w 

have ample time to liquidate their 
investments. And if meanwhile 
they should suffer losses through 
civil war or anti-foreign legisla- 
tion, they will be compensated hy 
the British Treasury out of the 
amounts of the consolidated Ster= 





ling balances. 

Until comparatively. recently 
there was also a fifth school of 
thought, according to which the 
Sterling balances were really a 
blessing in disguise, because they 
will secure a permanent market 
for British goods. In the mean- 
time most people realized, how- 
ever, that there is no point in ex- 
porting merely for the sake of 
creating employment. At the pres- 
ent moment the truth of this is 
brought forcibly home by the 
scarcity of labor, fuel and raw 
materials. And by the time the 
“age of plenty” has returned the 
negotiations for the funding of the 
Sterling balances will have been 
concluded. So for all practical 
purposes the negotiations will be 
conducted in an atmosphere in- 
spired by acute scarcity of labor, 
in which the idea of exporting for 
the sake of creating employment 
will not appeal to many people. 

In any case, under the Washing- 
ton Loan Agreement Britain 
precluded from stipulating that 
the released Sterling balances 
must be released in a form avail- 
able for spending in any part of 
the world. British exporters w 
stand to gain no specific advan- 
tage from granting the creditors 
generous terms, for there will be 
no safeguards whatsoever against 


the money being spent in other 
countries. 

Allowing for all these consid- 
erations, it is not surprising to 
note the pessimistic trend of the 
forecasts of the outcome of the 
negotiations with India. For the 
British Government could not af- 
ford to conclude an agreement 
which does not materially reduce 
the amount of the debt. On the 
other hand, the new Indian Gov- 
ernment refuses even to consider 
the idea of a reduction of the to- 
tal. So a deadlock must be con- 





sidered a certainty. 
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Problems of Postwar Air Transportation 


(Continued from page 867) 
4,361 civil and military airports in 
operation in the United States. Of 
these, 3,566 were civil airports, the 
remainder being devoted to mili- 
tary purposes. (See Table I.) Gen- 


TABLE I 
United States Airports as of Oct. 1, 1946 
Types of Operation 
ec pee cas, EET LAST TE en 1,823 
Municipal ‘noe S 
CAA Intermediate eae Es 202 
Military - F pee cee 795 
RE La ie ey ee 158 
Total Ee EN OS a eee 4,361 
Size Classification 
a 486 
: Sa pidinmihtnats ae 
: eee ee 
SEO Fo 486 


av ane better... 847 


—_— 


ae: 4,361 
*Indicates airports which exist but do 
not come up to Class I standards. 
erally, Class I airports, of which 
we now possess 1,334, are suitable 
only for private owner, small-type 
aircraft. Class II, of which we 
now have 1,208, are suitable for 
larger-type private owner aircraft 
and smaller transport planes for 
local and feeder service. Class III, 
of which we now possess 486, can 
accommodate present-day twin- 
engine transport aircraft; while 
Class IV or larger airports, of 
which there are 847, can serve the 
largest aircraft now in use and 


those planned for the immediate 
future. 


This summary would appear to 
present quite a good picture were 
it not darkened by the fact that 
numerous of the larger airports, 
built with Federal funds during 
the War, were constructed in 
places of no particular commercial 
importance and solely for military 
purposes. We therefore find small 
communities in the Southwest, for 
example, possessing large airports 
and many a good sized town in 
other parts of the country with 
nothing but a small airport or 
none at all. This raises a serious 
Situation when airlines attempt to 
expand their services to new 
places. For example, among the 
286 places now approved for air 
carrier service in this country 
there are approximately 140 which 
do not meet the desirable mini- 
mum of 5,000 foot paved runways. 
In addition, many of the airports 
used by commercial airlines have 
inadequate taxiways, parking and 
servicing aprons, an _ insufficient 
number of runways for the normal 
variation of winds, and obstructed 
approaches. Of course, where 
proper taxiways are not provided, 
runways must serve a dual pur- 
pose, with a serious loss in traffic 
capacity. 

_ Applications to bring air serv- 
ice to 678 communities not now 
receiving it are on file with the 
Civil Aeronautics Board, but the 
residents of most of these places 
will not be able to obtain satis- 
factory scheduled air transporta- 
tion unless airports are con- 
structed or improved. Steps are 
being taken to improve the gen- 
eral situation but not in time to 
solve many of the immediate air- 
port deficiency problems for com- 
mercial air transportation. Most of 
the ‘Federal funds proposed to be 
spent in airport construction, 
matched with local funds, are to 
be invested in the smaller airports 
—Classes I and Il—which are of 


no significance in commercial air- 
line operations.+ 

+ The 1947 Airport Program an- 
nounced in January of that year 
by the Civil Aeronautics Author- 
ity calls for the construction of 232 
new Class I, 109 new Class II, 44 
new Class III airports. Projects 
for improvement of certain exist- 
ing airports call for 82 Class I, 177 
Class II and 153 Class III. This 
new construction and improve- 
ment will call for the expenditure 
of nearly $34 million in Federal 
funds and about $38 million pro- 


vided by local or state - 
ments. ee 


| It will be seen, therefore, that 
under conditions as they have ex- 

isted in the past and still exist at 
, many places, commercial air 
transport has been and still is 
carried on regularly and faithfully 
under several serious handicaps 
imposed by the limitations of the 

typical airport. In some cases the 
‘latest and most efficient types of 
planes, those most favored by 
passengers, cannot be operated 
safely out of existing airports and 
local service has to be given with 
older planes of much more limited 
performance, but having an ad- 
vantage on the particular point of 
rapidity of take-off or angle of 
climb, or not given at all. In other 
cases operations are subject to the 
economic handicap of a limitation 
on maximum loading of the plane 
at its take-off to substantially be- 
low what it would be allowed to 
carry off a field of more adequate 
area. Some communities, although 
their airports suffice through the 
greater part of the year, find 
themselves deprived of service 
during periods of bad weather, 
especially during the snows of 
winter and the thaws of spring. 
Other airports, usable under good 
weather conditions, are unsatis- 
factory for instrument landings or 
even for visual approaches in bad 
weather until means have been 
found for removing some particu- 
larly unfavorable obstruction from 
the neighborhood or until the 
landing area itself has been en- 
larged. 


(2) Location. The second inade- 
quacy which has proved a serious 
handicap to airline plans for mass 
transportation has proven to be 
airport location. Only about half 
of the civil airports serving com- 
munities of any size are within 
three miles of their centers. More 
than 75% of all airports are, how- 
ever, within six miles of the center 
of the community | which,,they 
serve. In miles this does not ap- 
pear to be such a bad situation but 
it is driving time between the city 
and the airport that is of most im- 
portance. Here the big city suffers 
because at such places airports 
are of necessity at greater dis- 
tances from business centers. It is 
highly desirable that airport loca- 
tions be as close the center of the 
cities they serve as is possible but 
the airlines themselves can do lit- 
tle to improve this situation. The 
solution appears to be the devel- 
opment of express highways or 
other high-speed ground transpor- 
tation to and from airports so as 
to decrease the ground time of 
passengers, particularly of those 
only going a comparatively short 
distance by air. 


(3) Inadequate passenger and 
cargo handling facilities. There is 
not a single airport in the United 
States with adequate facilities to- 
day to handle the volume of 
passenger or cargo business which 
could be developed by the airlines; 
and which must be developed if 
they are ever to be considered as 
“mass market” carriers. 


As far as passengers are con- 
cerned, the airlines spend con- 
siderable sums for harmoniously 
decorated plane interiors, for 
comfortable seats, for hostess serv- 
ice, for hot meals aloft, and for 
many other items that make pas- 
sengers comfortable. Yet, at the 
end of the trip, when air traveler 
steps from a plane, he is often 
forced to enter an air terminal 
building where conditions are far 
from satisfactory. There is often 
no place to sit down, restaurant 
facilities would not do credit to 
a bus station, let alone to a facility 
serving a premium type of trans- 
portation. Baggage handling is 
slow and inefficient and the whole 
standard of air terminals is far 
below what it should be from the 
standpoint of available space and 
convenience for the passenger. 
The result is that many first-time 
air travelers become disgusted 
and the airlines lose them as 
potential customers. In many 


‘ 


' 








ways this is not the fault of the 
airlines. 

As far as cargo goes there is not 
an airport in the country with 
even a vestige of the proper facili- 
ties for handling it in volume. The 
cargo potential for air transporta- 
tion is tremendous yet many 
minutes or hours, which mean 
miles in the air, are now wasted be- 
cause of airport cargo deficiencies 
in ground handling. It may well 
be that larger communities will 
find it necessary to develop air- 
ports particularly for cargo han- 
dling before many years have 
passed. 


The second principal circum- 
stance that has arisen in connec- 
tion with air transportation is the 
safety factor. Recent air crashes 
have directed public attention to 
this matter and despite the fact 
that 1946 was the best year, from 
a safety standpoint, which our air- 
lines have ever enjoyed (See 
Table II) with only 1.6 fatalities 
per hundred million passenger- 
miles flown, there is every indica- 
tion that there will be a Congres- 
sional investigation of the whole 
situation. Such an investigation 
may well bring out the fact that 
the airlines themselves are not to 
blame for some of the situations 
leading to accidents but that for 
others they are. The safety situa- 
tion is composed of two parts: (1) 
The situation on our airways and 
around airports. (2) The safety 
of the planes themselves. The first 
of these involves airway and air- 
port traffic control under the Civil 
Aeronautics Authority, the instal- 
ation of blind-landing and other 
devices to aid aerial navigation, 
and the general acceptance on the 
part of airlines of whatever sys- 
tem the Federal authorities may 
adopt. The second is a matter of 
avoiding accidents by the airlines 
through perfected equipment kept 
constantly airworthy, the employ- 
ment of conscientious, experienced 
and intelligent personnel, directed 
by a conservative executive poli- 
cy; thorough training of new per- 
sonnel before they assume re- 
sponsibility; constant checking of 
work being done; alterness in for- 
seeing the possibilities of accidents 
and preventing them before they 
can occur; and more efficient co- 
operation between operating units. 


Generally speaking, adverse 
weather is a major contributing 
factor in the more disastrous air 
accidents. Congress cannot change 
the weather, but it can provide for 
better observations and more ac- 
curate forecasts of weather through 
appropriations for research work 
and for a larger and better trained 
personnel. Also, Congress , can 
provide for better facilities to 
meet the hazards of darkness, low 
visibility and adverse weather. 
Another cause entering into al- 
most every major accident to a 
greater or lesser degree, is human 
error. This applies alike to 
ground and flying personnel. In 
nearly every case had one less 
error occurred, the accident prob- 
ably could have been prevented. 
The purpose of legislation now in 
effect, and which may be proposed 
in the future, should be to provide 
such regulations and facilities as 
will reduce human errors to the 
lowest possible minimum, 


TABLE II 
Domestic Airline Passenger Fatalities Per 


100,000,000 Passenger-miles, 1929-46 
Number of Rate per 
Passenger 100 Million 
Year Fatalities Passenger-miles 
3 14 18.27 
SE 24 28.57 
ne ti 25 23.49 
STR 19 14.96 
 , See 8 4.61 
SE Angee 17 9,05 
RRS RARE ARS 15 5.78 
44 10.10 
SP 40 8,39 
a aeaceorr 25 4.48 
Cs took or 9 1.20 
See 35 3.05 
| SG 35 2.35 
het aR 55 3.71 
sae 22 1.34 
a 48 2.12 
ee 76 2.17 
ERS 75 1.06 


to do before their tremendous 
capacity as mass carriers or people 
and cargo can reach full develop- 
ment. They can do a lot of what 
needs to be done themselves, but 
they will also need a continuing 
assistance from Federal, State and 


local governments. Where to draw 
the line is the question. But air 
transportation is possessed of too 
great potentialities for social ang 
economic progress to permit it to 
wither or die because of a lack of 
public realization of its problems. 
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stockholders; and I was asked if I 
would say something concerning 
the situation to this group in gen- 
eral. At first I said I would rather 
not, because there was nothing 
tangible to take hold of. On Jan. 
23 we really got something tan- 
gible. Mr. Baxter issued a report 
on the motion picture industry. 


The Baxter Report 


I read Mr. Baxter’s reports reg- 
ularly. I read them because every 
once in a while I get too enthusi- 
astic. But when Mr. Baxter’s re- 
port comes in for that week, why, 
it takes most of it out of me and 
I get down to a sane and sensible 
level again. 


Mr. Baxter picked all the things 
which have been stated to be 
wrong with the motion picture 
business—his conclusion could be 
summed up as follows: “By all 
means get out of the motion pic- 
ture business.” But, since Mr. 
Baxter has lately said that you 
should get out of all stocks as 
fast as you can, why, we think that 
just means that we are just even 
with everybody else. But he did 
make sufficiently tangible asser- 
tions that I felt I could discuss 
them in an open meeting. 


The basic inherent idea behind 
all these assertions that we are 
headed for trouble is the one that 
the national income is going to go 
down, and if the national income 
goes down the disposable income 
will go,down; and if the dispos- 
able- income goes down, consumer 
expenditures will go down and the 
motion picture business will go 
down along with it. 


In fact, people who have 
reached the idea that the motion 
picture business has been inflated 
feel it will go down two or three 
times as fast as the others. 


In 25 years that hasn’t happened. 
For 25 years the motion picture 
business—that is, the gross levels 
in the motion picture business-— 
have been practically a constant 
proportion of consumer expendi- 
tures in this country. Prior to 1940 
it was possible to draw a constant 
correlation between national in- 
come and motion picture expendi- 
tures. In 1940, and to some ex- 
tent in a few of the preceding 
years, where the rate of taxation 
in proportion to national income 
became very high — and that 
started about 1936—the correla- 
tion began to go wrong. So, from 
1936 to 1940 we went back and 
got the figures on disposable in- 
come and we had another set of 
correlations and we decided we 
would correlate from then on with 
the disposable income. 


In other words, starting in 1936, 
the ratio of taxes to national in- 
come had gone up, the ratio of 
money that people had to expend 
for the purposes of their own liv- 
ing went down. So we began to 
correlate with disposable income. 


In 1940 and 1941 a new factor 
entered the situation, and it has 
stayed in existence up close to the 
present time—not quite up to the 
present time, because we are now 
back closer to disposable income 
than we were in the war years. 
The thing that happened then was 
enforced savings. The enforced 
savings at times during the war 
reached figures of $30 to $40 bil- 
lions, and those savings repre- 
sented funds which were not 
available to the motion picture 
industry but for government loans. 





So from 1940 on, we went back 


that is consumer expenditures 
back to 1920; and the motion pic- 
ture income correlates all the way 
through with consumer expendi- 
tures. 

With the end of the war las 
year, consumer expenditures be- 
gan to creep up on disposable in- 
come. 


Operates on Level of Income 


On the basis of experience J 
think that you are entitled to be- 
lieve, as we do, that the motion 
picture business will operate at 
levels which will be determined 
by the national income, by the 
disposable income, and consumer 
expenditures. 

All those developments which 
bring consumer expenditures 
closer to national income, are 
good for the motion picture busi- 
ness. From that standpoint, when 
the Republican Party got contro} 
of Congress some months ago, it 
looked like that might be good 
for the motion picture business, 
because they evidently came into 
power on an assumption that there 
was going to be a decrease in 
taxation. If the late issues of the 
newspapers mean what they say, 
maybe that is not going to happen, 

There are many prognostications 
of what the levels of consumer 
expenditure, disposable income, 
and national income are likely to 
be over the next year. 

The American Economic Asso=- 
ciation had a meeting in Atlantic 
City at the end of the year, and a 
number of well known economists 
made estimates as to what was 
likely to happen to American in- 
come during the coming year. The 
surprising thing is that there is 
almost universal agreement that 
for the year 1947, at least the 
levels of consumer expenditures, 
national income, and disposable 
income are likely to be perhaps 
slightly higher than they were in 
1946. If that turns out to be true, 
there seems to be little reason to 
suppose that the motion-picture 
business is going to be picked out 
as the one which will suffer while 
all the rest remain high. 

There is another theory with 
respect to consumer expenditures 
and that is that people are going 
to use their money for durable 
consumer goods — automobiles, 
radios, television sets, washing? 
machines; all things of that nature. 
In the past it never seemed to 
make much difference in the mo- 
tion picture business which prod=- 
uct they used their money for, 
The motion picture gets its share. 
We don’t see any reason why it 
—* make any difference US 
1 ; 


No Basis for Pessimism 


So we can’t help wondering 3 
little bit about just what all the 
pessimism toward amusement se~ 
curities is based on, But, being 
cautious—and I told you the pes~- 
| Simism started several months ago 
—at least one of the companies 
started a program in Hollywood 
of producing pictures on a more 
efficient basis. I refer to Metro- 
Goldwyn-Mayer. 

Metro-Goldwyn-Mayer is the 
largest studio in Hollywood. The 
effort on their part to realize 
economies in production, and the 
impression that their efforts have 
made upon the personnel 19 
Hollywood, has been very bene~- 
ficial to the situation that ex- 
isted out there, 


So it seems to me that if we 
are to look at this situation, that 
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standpoint is perhaps a little more 
favorable than it was. 

There is another point with re- 
spect to the motion picture busi- 
ness or the amusement business 
in that the people who are pessi- 
mistic about it say it is not a 
growth business, and that any- 
body who is intelligent will have 
all his money in growth securi- 
ties. 

I don’t know what they mean 
by a growth business, but basic- 
ally all stable consumer businesses 
are growth businesses as long as 
the population of the United 
States continues to increase. The 
pessimistic statements of various 
people who have worked out 
growth curves for populations 
have been belied over the last ten 
years—in fact, a great many of 
them ten years ago said the pop- 
ulation would be stationary by 
1950. Census reports indicate it 
is still growing healthily. 


More Leisure Time 


Our business is a growth in- 
dustry in another sense. The mo- 
tion picture consumes leisure time 
for the so-called common people. 
Leisure time in this world exists 
in America to probably a greater 
extent than it does throughout 
most of the rest of the world. But 
it has not been a long time that 
much leisure time has existed in 
America. If we go back a hundred 
years and examine how long men 
worked in manufacturing plants 
and how much time a housewife 
and mother had to work to keep 
her house going and her family 
comfortable, we get some surpris- 
ing figures. 

The average worker in an in- 
dustrial plant a hundred years ago 
worked about 65 hours a week. I 
don’t know whether you realize 
what 65 hours a week of work 
means. Excluding Sunday from 
the 168 hours in the entire week— 
and certainly most of them didn’t 
work on that day—and you are 
down to 144 hours, or six days. 
If a man gets eight hours sleep a 
day, you deduct 48 hours from the 
144 total, and you are down to 96 
hours left. If he eats three meais 
a day and takes any time at it at 
all, he must take at least one hour 
and maybe two a day; so you take 
six to 12 hours off from the 96. 
And you are down to 84 to 90 
hours in which a man has to get 
dressed in the morning to go to 
his work, to sit down and smoke 
his pipe; and the sum of all the 
time available for those items a 
hundred years ago was just 20 
hours a week. 


The housewife, with her hours 
of labor at that time, practically 
had no leisure time. It takes about 
20 hours a week the man had just 
to do the things about life that 
one has to do. To do the little 
errands that are not concerned 
with our work. So you can say 
that at that time the ordinary 
working man had no leisure hours, 


When you get up to the period 
between 1900 and 1915 we still 
find that man working 54 hours a 
week. In other words, by that 
time he has acquired ten leisure 
hours, Ten leisure hours aren’t 
really very many, especially when 
you want to divide it up among 
Sports, hunting, fishing, and the 
motion picture business. And also 
if you include all those other 
leisures which are generally de- 
Scribed under the name of sex. 
Anybody between the ages of 15 
and 25 at least spends a great deal 
of time on that subject. So there 
still wasn’t much leisure time. 

By 1929 those leisure hours 
Were increased by another ten. So 
from practically no leisure a hun- 
dred years ago we had gone to say, 
ten leisure hours in 1905, 20 leisure 
hours by 1929; and then came the 

oosevelt Administration and took 
credit for the trend that had been 
£0ing on for some time and said 
that everybody ought to have more 
leisure hours; so that by 1937 the 
ordinary working hours of the 


country were in the neighborhood 
of 37 to 38 hours. And we reached 
27 or 28 leisure hours per week 


that could be used to go to the 
movies. 

During the war the working 
hours increased again, but the 
laws under which we have a 40- 
hour week in this country are 
still on the books, and with the 
end of the war and the unwill- 
ingness of manufacturers to pay 
for overtime, leisure hours came 
back again with a great jump. 
And, as would be expected, peo- 
ple came back to the movies. 

_ The trend toward more leisure 
time is a trend which I think 
most of us believe has not stop- 
ped. It is a trend that can con- 
tinue as long as the technical 
development of manufacturing 
skills, of selling ideas, continues. 
In other words, every gain which 
helps to produce goods more read- 
ily must finally turn in some sense 
to giving people more leisure 
time. And as it gives people more 
leisure time, they have more time 
to spend on amusements and the 
movies. 

From that standpoint we are 
unable to see why the amusement 
business isn’t a growth business 
just aS much as a great many 
others. 

The development of the amuse- 

ment business has paralleled the 
development of that leisure time. 
In 1909, which is the first year for 
which there is any survey avail- 
able from which the income of the 
motion picture industry could be 
calculated—and, by the way, the 
survey that was made at that time 
was made in connection with a 
commission trying to find out 
whether they could tax the 
movies or not, a procedure which 
our politicians are still well 
familiar with—showed about 78 
million dollars being spent in the 
motion picture business. 
The next survey, made by a 
committee of the New York Legis- 
lature in 1917, showed a somewhat 
higher figure, $192 millions; a sur- 
vey made in 1920-21 showed $494 
millions, 

The business increased with the 
increase of national income from 
1920 until a peak was reached 
in 1930 of about $756 millions. 
That $756 millions was at admis- 
sion prices, which were almost as 
high as they are at the present 
time. For the theatres in which 
Paramount is interested, the ad- 
mission prices, based on a survey 
of attendance versus dollars, were 
higher in 1930 than they are at 
the present time by about 12%. 
Following that period, there 
came a price deflation in the mo- 
tion picture business. The price 
of admissions dropped to almost 
50% of the top 1929-30 level. 

It was amazing to see that that 
price drop was evidently calcu- 
lated by some 15,000 exhibitors of 
the country to keep the theaters 
well attended, and there is a lot 
of good showmanship psychology 
in trying to do that. There is 
nothing more exasperating than to 
sit in a theater with an audience 
of 15 or 20 people and watch the 
reaction to a good comedy. No- 
body laughs. When the theatre is 
full, the audience response is just 
what the producer would hope it 
would be. So you will find that 
exhibitors usually price their 
theaters to maintain a fairly reg- 
ular attendance which fills the 
theater at least at the peak hours. 

These price decreases and that 
condition of exhibitors’ desire to 
fill the theater for maximum 
audience reaction produced a con- 
dition where the 1933 deflation in 
the picture business was largely 
a price deflation. It was not an 
attendance deflation. Since that 
time prices in theaters have 
started to crawl back again. 

The price in 1929 of the aver- 
age admission was just under 40 
cents. The price of the average 
admission throughout the country 
by 1934 had descended to about 
22 cents. That price is probably 
back again to around 38 cents, or 
39 cents at the present time. 





The prices I am giving you are 
net after taxes, so when you look 
at me and say, “I know better 
than that,” because you pay more 


lin some of the places where you 
go to see the motion pictures, you 
/are saying that that price is 48, 
49, or 50 cents. As far as you are 
concerned it is that; as far as we 
are concerned, it isn’t. The dif- 
ference is just part of that money 
which the Government takes in 
taxation and which is not avail- 
able for the benefit of any in- 
dustry at all. 

You have heard, I am quite cer- 
tain, and probably are aware of a 
great many spots where the things 
which I have just stated are not 
true. I can name some of them 
myself. The most glaring example 
of where they aren’t true, of 
course, is where shipbuilding was 
taking place during the war. The 
large cities on the West Coast 
were shipbuilding centers. New- 
port News was another one. Those 
cities are heavily deflated as far 
as the motion picture business is 
concerned. I happen to know 
more about the figures in Newport 
News than I do about some of the 
other situations in the country. 
Newport News theaters during the 
war were so full for so long that I 
suspect some of the people, unable 


for lodging houses. At the present 
time in Newport News we consider 
it a good week when we do 35 to 
40% of the business that was done 
there during the war. 

But taking the country by and 
large, that situation simply does 
not exist. 


Foreign Difficulties 


I have just covered the two 
really good things about the mo- 
tion picture business, and that is 
that, looked at from the long- 
range standpoint, it will be just 
as good as the rest of your secur- 
ities are and that it will probably 
grow just as extensively. That 
doesn’t mean that everything is 
good about the motion picture 
business. The motion picture busi- 
ness has been the missionary of 
America to the rest of the world. 
It has probably told the rest of 
the world more about what the 
standard of living is in America 
and what are our Hollywood 
dreamers’ views on what they 
would like to see in America than 
any other industry. In doing that, 
it has profoundly influenced the 
rest of the world with the amount 
of liberty of action which exists 
in America; and it has produced 
great dissatisfaction in a great 
many countries with the condi- 
tions under which the people lived 
in those countries. 

In doing that, it has made it 
tough for the governments of 
those countries, because invari- 
ably, prior to the war the Amer- 
ican motion picture represented 
conditions—and you can call them 
Pollyana conditions if you like— 
which were much more appealing 
to those people than those under 
which they had to live. 


We have a great many critics 
in the world who say you 
shouldn’t treat people to that kind 
of amusement fare. Most of your 
critics on the newspapers who re- 
view motion pictures, who review 
plays, who review books, are ar- 
dent realists; and they say that 
literature and motion pictures are 
great when they portray the fact 
that, in addition to the pleasant 
things of life, there are a great 
many unpleasant things in life. 
They call that realism. They call 
that literature. And it stirs us 
profoundly when we read it and 
see it. But when we are tired at 
the end of the day, we don’t like 
to walk down the corner and pay 
money and see it all over again. 
We have probably had enough of 
it in our life during the day and 
we want to get away from it. 


Hollywood has realized that. 
And there is much more portrayed 
of it in our motion pictures than 
there really is in the world—I am 
speaking of optimism and pleasant 
conditions. But that is what the 
people want, that is what they 
are willing to pay for, and that is 


to find housing, were using them |appealing to people throughout the 


have here, quite often* object to. 
So you have two reasons why 
the American motion picture 
meets with difficulty in foreign 
markets. Now, that isn’t altogether 
true of the situation in England. 
In my basic philosophy toward 
the English I probably could be 
called an Anglophile, because I 
have a great respect for the things 
that the English have done over 
the past century in bringing to a 
great many distant places in the 
world some of their philosophy 
of democracy and of social de- 
velopment. However, the British, 
who during that period lived on, 
their colonies and on their income 
from shipping and insurance, are 
in a difficult situation. They are 
losing not only their economic 
grip but also their political grip 
on those other nations associated 
with the British Commonwealth. 
They have watched the growth of 
the American motion picture in 
that situation. They have watched 
its effect on those people. And 
there is no doubt in my mind that 
they are determined that the mo- 
tion picture is an inducement 
which, if they can be successful in 


world with their ideas in the mo- 
tion picture, they can regain some 
of that control and _ influence 
which they have lost. 
So there is a definite campaign 
on in England for the develop- 
ment of British pictures. 
I don’t think there is any mo- 
tion picture company which 
doesn’t approve of that idea. They 
like it. I think they will all make 
pictures in England. But it is dif- 
ficult to accept, as the English 
say, that they can’t let any more 
money come to America for the 
pictures which the Americans 
have sent them in the past and 
which they will send them in the 
future. It is particularly difficult 
when the head of the British 
Board of Trade makes the definite 
statement that pictures made in 
England must have cultural val- 
ues, they must uplift the level of 
society. 
Our experience over here is that 
the public will stand a certain 
amount of that kind of material, 
but they won’t stand too much 
of it. 

British Competition 
I had dinner with a man who 
had made a motion picture survey 
for the head of the Board of Trade 
in England some time ago, and 
we discussed the motion picture 
business (and by the way, the mo- 
tion picture business has seen the 
development of theater chains in 
England and the problems with 
them are just the same as they 
are in America, and nobdy can 
justifiably say that the theater 
chains over here keep out British 
pictures), but we discussed two 
British pictures which have come 
over here during the past year 
and have produced considerable 
comment. The two were “Caesar 
and Cleopatra” and “Henry V.” 
“Henry V” has had great crit- 
ical acclaim, and perhaps it should. 
It is a Shakespeare story. It is 
beautifully done from the stand- 
point of composition of the pic- 
ture. It has a marvelous musical 
score. But it has just about as 
much suspense and drama in it as 
a Mother Goose rhyme. So for 
those people in the metropolitan 
centers who are particularly is- 
terested in art and art forms, the 
picture is one to which everybody 
goes. The ordinary businessman 
—and I have heard this from so 
many of ‘them — whose wife 
dragged him to it because of what 
she had heard about it from the 
critics, came out and said he slept 
through most of it. 


“Caesar and Cleopatra” is a 
picture made probably in what 
you would understand best if I 
called it the DeMille technique. 
It is fairly successful here in 
America, even in the small towns. 

When I talked to this gentleman 
and told him that I didn’t think 
there would be any trouble with 








what other governments who don’t 
have living conditions like weljust made them like Caesar and 


Cleopatra and not like Henry V, 
he told me they didn’t have any 
intention of doing that. They were 
going to make them like Henry V’ 
because that was the kind of pic- 
tures they wanted to have the 
British industry make. And they 
didn’t want them made . like 
Caesar and Cleopatra. 

There is a curious situation, be- 
cause it seems to me that if they 
make pictures like Henry V they 
can’t get them played in America 
for the money that they want to 
get out of America. If they make 
them like Caesar and Cleopatra, 
which isn’t the way they seem to 
want them to be made—and I can 
read you a statement of Sir Staf- 
ford Cripps to that effect, not 
mentioning Caesar and Cleopatra 
but mentioning the content which 
should be in pictures—they are 
not going to get them played. And 
all I have to say is they are prob- 
ably not going to get them played 
in England either. If they will 
make them, and the American 
companies will make them over 
there, under the standards which 
they are made here, and which 
are standards which have been 
developed by the testing of pic- 
tures on audiences, it is probable 
that we will have no trouble with 
the British situation, because their 
pictures will be successful here 
and ours will be successful there. 
I could go on and discuss other 
points which have been brought 
up concerning the future of the 
motion picture business for some 
time, but I am a little afraid that 
the time allotted to me is begin- 
ning to run out. I would like ta 
fee] that you people here are in 
the same relationship to me that 
you would be if you were sitting 
across a desk from me in an of- 
fice. You know problems about 
the picture business which have 
impressed you. There must be 
questions on your mind which I 
have not answered, and if there 
are, I would like to devote some 
time to letting you ask me those 
questions and seeing whether I 
can answer them or not. 


Increase in Resources 
Of Fed. Savs. & Loan 
Insurance Corp. in ’46_ 


Resources of the Federal Sav- 
ings and Loan Insurance Corpo- 
ration, which covers savings in- 
vested in some 2,500 savings and 
loan associations, increased by 
$11,126,000 during 1946, William 
H. Husband, General Manager of 
the Corporation, announced on 
Jan. 25. This growth brings the 
aggregate resources of the Insur- 
ance Corporation to $176,387,000— 
as compared with its original 
capital of $100,000,000 when es-+ 
tablished by Congress in 1934, the 
report of the Agency said; it 
added: 

“All reserves of the Corpora- 
tion, plus unallocated income, to- 
taled $72,621,139 on Dec. 31, a rise 
of $10,452,422 over the previous 
year-end figure.” 

The Insurance Corporation’s net 
income for the last six months of 
1946 amounted to $5,270,945, com- 
pared with $4,675,937 for the same 
period of 1945, Mr. Husband said. 
The $265,007 of administrative ex- 
penses of the Corporation for the 
six months amounted to only 
48% of the Corporation’s total 
income, which is derived from 
premium payments from insured 
savings and loan associations, ad- 
mission fees from _ institutions 
newly insured and interest on the 
Corporation’s invested capital and 
reserves. 

Insurance premiums earned 
during the last six months of the 
year reached $3,529,702, which is 
$628,915 more than the amount 
earned in the comparable months 
of 1945. Mr. Husband pointed 
out that the gain is the result of 
a large increase in the savings of 
the public held by insured asso- 
ciations as well as the enrollment 








English pictures over here if they 


of additional institutions into the 
insured group during the year. 
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The Public Debt and National Income 


(Continued from page 865) 
ciate the shock which it gives any 
layman who contemplates it, let 
us go back over three decades. 

The total debt is now $26342 
billion. 

Thirty years ago, before we en- 
tered World War I—in early 1917 
—it was only a little over $1 
billion. 

The peak of the debt after 
World War I was reached in Au- 
gust 1919 at a mere $26.6 billion, 
about one-tenth of this war’s debt. 


In 1930, after a decade of “pros- 
perity” and repayment of the debt 
of World War I, it was $16 billion. 


In the summer of 1939, when 
the war broke out in Europe, our 
dobt was $40 billion, after nearly 
a decade of net deficit financing. 
Thus the debt multiplied over six- 
fold in the brief period of six 
years after the war broke out in 
Europe. 


In summary—a debt of $1 bil- 
lion in 1917—over $260 billion in 
1946; a total of $26 billion as the 
legacy of World War I; a ten-fold 
total of $260 billion as the legacy 
of World War II. 


The extent to which the debt 
constitutes a burden has nowhere 
been so graphically set forth as in 
the first paper of the Committee 
on Public Debt Policy entitled 
“Our National Debt After Great 
Wars,” written by the late Gen- 
eral Leonard Ayres. Today the 
debt amounts to slightly less than 
$2,000 for each man, woman and 
child in the United States; as con- 
trasted with $240 in 1920, and 
about $78 at the close of the Civil 
War, a more burdensome debt for 
our then poor country, General 
Ayres concludes, than that which 
followed World War I. 


National Income Growth 


But our national income, too, 
has grown during the war years 
—although not so astronomically 
as the debt. For the year 1946 as 
a whole it is estimated at $164 
billion and, currently, it is at an 
annual rate of $174 billion. This 
is about 145% higher than the 
$71 billion of 1939. 


Thus today the debt is 150% of 
our current national income. At 
its height in 1919 it was about 45% 
of the national income—a fraction, 
not a multiple. . 


There is one further fact to be 
considered—one which lightens 
the burden of this debt—the un- 
usually low interest rate which it 
bears. Currently that rate aver- 
ages slightly over 2% in contrast 
with over 44% in 1920. The com- 
puted annual charge on the public 
debt in the last quarter of 1946 
was at the rate of $5.3 billion, and 
for the coming fiscal year (1947- 
48), was estimated at $5 billion in 
the President’s annual budget 
message. 


Importance of Debt Retirement 

Thus, unless the debt is rapidly 
retired, we must look forward to 
@ Minimum of $5 billion annual 
charge upon us as taxpayers for 
current interest charges alone and 
even this total may increase. This 
is not far from the total amount 
spent for the entire activity of 
the Federal Government in any 
year prior to 1934 and nearly half 
as large as the annual budget dur- 
ing the Thirties. 


It is this $5 billion charge 
which constitutes a first dates 
upon national revenues. At pres- 
ent leveis, it is a little under 3% 
of the total national income. This 
is nearly double the share of the 
national income which the service 
on the public debt of 1920 re- 
quired, even at more than double 
the present interest rates. Al- 
though, looking back over our 
own history, the relative increase 
in the total debt is very great, 
we may perhaps take some com- 
fort from the fact that other coun- 
tries, even in peacetime, have 
borne an even larger burden. The 


United Kingdom, in 1939, before 
the war, devoted 442% of its na- 
tional income to service of its 
public debt, in 1944, 4.8%. 


If the interest charge on the 
public debt alone constituted the 
measure of the debt burden, and 
if we had reason to believe that 
national income would be sus- 
tained at current dollar levels, we 
could perhaps contemplate the fu- 
ture without undue concern. But 
that is not the limit of the debt 
problem per se. The American 
tradition is to pay off our debts, 
both private and public, and cur- 
rent discussions indicate that that 
tradition is still strong today. Thus 
debt retirement, too, must be 
taken into account. The amount 
cannot be estimated; it will cer- 
tainly vary from year to year 
with the economic situation, and, 
presumably, be largest in periods 
of high national income and large 
tax revenues. But here, too, new 
magnitudes must be compre- 
hended. With a debt of $260 bil- 
lion, the net repayment rate of 
the 1920’s—when the late Presi- 
dent Calvin Coolidge was praised 
for repaying one or two billion a 
year—will scarcely scratch the 
surface. 


Expenditure Commitments 


But debt detirement is not all. 
There are other obligations of the 
Federal Government, which, are 
just as inescapable, though they 
may not be in the form of fixed 
contracts. They include commit- 
ments for agricultural support 
prices, which are an immediate 
problem; certain social security 
payments which will eventually 
be larger, and the vast array of 
contingent financial guarantees of 
bank and building and loan asso- 
ciation deposits, and of insured 
mortgages. He did not mention, 
though he might well have done 
so, a group of obligations of a non- 
financial character—we might call 
them moral obligations—that are 
large and equally compelling, al- 
though they will vary in amount 
from year to year. They include 
veterans’ payments, the support of 
a much larger program than pre- 
war for the Army, Navy, and Air 
Corps; and other expenditures 
that arise from our new interna- 
tional obligations. Some of these 
obligations are larger in amount 
and may, in the long run, con- 
stitute an even more _ serious 
problem than the service of the 
debt; for interest may be reduced 
if the debt is retired, while some 


of these other obligations may 
increase, 


All told, as a Nation, we have 
obligated ourselves to pay very 
much larger sums than $5 or $10 
billion which the Federal debt 
alone implies. The President has 
proposed a Federal budget of $37 
billion in expenditures, with com- 
paratively little provision for debt 
retirement for the coming fiscal 
year, out of a national income ap- 
parently assumed to be $175-$180 
billion. Thus, these proposed bud- 
get expenditures are about 20% 
of national income, and of this, 
the debt service would account for 
only about 3%. There are, in ad- 
dition, rather inflexible payments 
which the State and local govern- 
ments must make for police, edu- 
cation and other purposes, totaling 
about $11 billion. This total is 
close to 25% of our unusually high 
national income. The magnitude 
of this total raises the two very 
broad questions—first, the effect 
of the high taxes which must be 
raised to support this debt upon 
the enterprise of individuals and 
businesses and whether they will 


strive to produce and earn more, 
and, second, the whole question of 
the effect upon the economy of 
having such a very large and im- 
portant share of the national in- 
come channeling through and un- 
der the control of Government— 





| Federal, State, and local. But both 








of these questions go far beyond 
the scope of this paper. 

The debt problem, however, is 
by no means a short-run matter; 
we must look far beyond the next 
year or two. In the long run, the 
management of the debt may well 
turn on the future of national 
income. There are students of the 
debt problem who apparently as- 
sume that the current dollar level 
of national income will be main- 
tained beyond the next year or 
two. This is based apparently 
upon anticipation of inflated 
prices resulting from the gigantic 
volume of money and of credit 
potential at the disposal of in- 
dustry and individuals. Close 
study of the price aspect of the 
situation alone indicates, however, 
that the price level is almost cer- 
tain eventually to fall. It has done 
so after every war. More than 
that, credit will not necessarily be 
used to bid for scarce goods un- 
less business can be sure that they 
can be marketed at those prices. 
The choice is now facing Ameri- 
can producers and consumers. 


Probable Fall in Prices 


I do not wish to venture a guess 
today on the precise level at which 
either national income or prices 
will settle. It has generally been 
true that the first downward move 
following an inflationary period is 
fairly sharp. Only after a con- 
siderable period of time have 
wholesale prices returned to their 
low prewar levels and consumers’ 
prices never did so after World 
War I. Circumstances today differ 
in important respects from the 
earlier postwar periods, most im- 
portantly with respect to the 
available volume of purchasing 
power. Because of that volume of 
purchasing power and the large 
credit base, prices may settle at a 
relatively higher level than prior 
to this/war. But few observers 
believe that the present price level 
can hold. 


It may be worthwhile to con- 
sider in somewhat more detail the 
current level of prices and what it 
implies for the future. Prices at 
wholesale are now about 20% be- 
low their 1920 peak, with a rise 
of about 33% since V-J Day and 
24% since July 1, 1946, when 
price controls were first relaxed. 
The general level is up 85% from 
the summer of 1939. This is a 
somewhat smaller rise than in the 
period of the First World War, 
but it is sufficiently great to form 
the familiar pattern of price in- 
flation which has always aceom- 
panied great wars. I am aston- 
ished at people who inquire anx- 
iously, “Are we going to have 
inflation?” The answer is: “We 
have it. It is here now.” 


Price Structure Distorted 


This war, like all wars, has dis- 
torted the price structure to an 
extraordinary degree. Some prices 
have doubled or trebled, others 
are up 10, 20, or 30%. Prices of 
farm products, moving from ex- 
tremely low levels in the sum- 
mer of 1939, had advanced 179% 
at their peak in the third week of 
December 1946, while prices of 
all commodities other than farm 
and food products were up about 
55% in the second week of Jan- 
uary (1946) and have been ris- 
ing steadily for a year and a half. 


However, most students of the 
price situation are of the opinion 
that we are at or near the peak of 
prices. Already some important 
speculative prices have broken; 
the stock market is down; prices 
of luxury goods have weakened; 
city real estate values apparently 
ceased to rise. 


No Precipitate Price Fall 


Nevertheless, few. observers ex- 
pect such a precipitous and wide- 
spread drop in prices as that 
which occurred in the spring and 
summer of 1920, first, because sup- 
port prices are provided for im- 


. ss } 
two crop years after the cessation 


of hostilities, at 90% or more of 
parity; second, because certain 
speculative prices such as silk, 
some of the metals, and coffee, 
that led the general break in 1920, 
are relatively not so high now. 
Moreover, a more important 
segment of the economy today is 
governed by “sticky” or “institu- 
tionalized” prices which do not 
move up rapidly, but once up, they 
stay there for an extended period. 
There is one further factor which 
will restrain price reductions — 
namely, the current higher levels 
of wage rates. 
portant component of costs. They, 
too, are “sticky,” and now, with 
the rapid rise in living costs in 


Wages are an im-| 


the past six months, workers will} 


use all their bargaining power to 
secure still higher wages, and to 
resist any attempts at reduction. 

The Economic Report of the 
President, centering upon the 
prospects for continued full em- 
ployment and concerned with real 
income, rather than money in- 
come, expresses the general opin- 
ion that high prices today, follow- 
ing the rapid rise of the last six 
months, constitute an unfavorable 
factor for the outlook in 1947. The 
Report indicates that if the Eco- 
nomic Budget of the country is to 
be balanced, and production, con- 
sumption, and employment are to 
be sustained in silghtly larger 
volume next year, prices must be 


is then that we will really feel the 
pinch of the national debt. The 
Nation, like a family, will find 
then what millions of farm fam- 
ilies, for example, found in the 
period of the low prices for farm 
products in the 1920s: The bur- 
den of debts contracted at high 
prices—payments on mortgages, 
on instalments for equipment and 
cars bought in prosperous times, 
on insurance premiums and even 
the cost of supporting old or ill 
members of the family—meant 
not only a sacrifice of education, 
of opportunities, but of the every- 
day necessities of food and 
clothing. For a Nation, heavy 
fixed obligations for the future 
mean, in a period of smaller dol- 
lar incomes, that many govern- 
mental services that go to make 
up the national standard of living 
may be impossible unless a way is 
found to handle the debt. 
Suppose, to take an extreme 
case for the sake of illustration, 


that the national income declined 


'to $100 billion. 


| 


| 


| 





| 


(As some. of. you 


/'may recall, such a large total as 


this seemed impossible of achieve- 
ment even in the most optimistic 
period of the 30s, when the high- 
est total fell $20 billion short of 
that mark.) A $5 billion debt 
service would mean 5% of a na- 
tional income of $100 billion, or 
about the same relative burden as 
in the United Kingdom in 1944. 
Those who know the sacrifices of 


reduced. The Report recommends: | the citizens of the United King- 
“Business should reduce prices|dom who paid taxes to sustain.a 


wherever possible in order to 
bring about the necessary increase 
in consumer purchasing power to 
bolster their markets. 
ductions are especially needed in 
the case of goods such as many 


articles of food, clothing, house- | 


furnishings, and building mate- 
rials, whose prices have risen out 
of line. If business makes these 
reductions in a timely and orderly 
way, it will help sustain markets 
rather than destroy them. 


“Farmers must realize that last} 
year’s exceptional farm prices will | 


fall somewhat as world food sup- 
plies increase and as consumers 
find a more ample supply of dur- 
able goods to purchase. Existing 
price supports afford protection 
against a severe price decline.” 


In the discussion of public debt 
in recent economic journals I find 
frequent references to the fact that 
the burden of the public debt will 
be an influence leading toward a 


“price policy” of sustained high | 
prices. It is time to face the fact | 
that if the Federal Government | 


and the American people have a 
“price policy” today, it is to let 
prices find their own levels in the 
market. As the Economic Report 
of the President states: 


“Removal of emergency price 
and wage controls has restored 
the main responsibility for prices 
and wages to business, labor, 
farmers and consumers. The gov- 
ernment can point out dangers 
seen from the perspective of the 
whole economy, but the corrective 
must largely be applied by 
others.” 


Price controls have been elim- 
inated except for those on sugar 
and rice. In any event, these 
contrels were designed to prevent 
rising prices, not to put a floor 
under existing prices. 

Support prices are provided 
only for agricultural products. In 
other basic industries there is now 


no mechanism by which the Fed-|# 


eral Government can directly af- 
fect specific prices, as such, ex- 
cept by its own purchases of sup- 
plies for peacetime requirements. 
Even the legislation which put a 
floor under prices of bituminous 
coal in the interests of minimum 
wages has lapsed. In a period such 
as the present, it would require 
a major change in thinking to 


| 





| 


debt of such proportions and still 
do to maintain their social serv- 
ices, would certainly not welcome 


Price re-|such a tax burden here—but it 


has been done in Anglo-Saxon 
countries, in our times. 


Changing Distribution of National 
Income 
There is finally the question 
which the changing distribution 
of the national income raised for 
tax experts who must raise the 
revenues to support this debt and 
its retirement. For the first eight 
months of this year about 65% of 
the national income went into all 
types of wages and salaries. This 
is a decline from the peak of 71% 
in the war years. But the decline 
is due almost wholly to pay to em- 
ployees of the Federal Govern- 
ment and to the Armed Forcés, 
which yield little in the way of 
taxes in any case. There has also 
been a reduction in the share 
which manufacturing payroHs 
have contributed, but a much 
more than offsetting rise in other 
private industries such as con- 
struction, trade and services. 


This means essentially that the 
government must continue to look 
to income taxes on relatively 
small incomes, levied upon a 
group of people who are not large 
holders of the public debt and will 
in turn receive little in interest. 
The other components of the na- 
tional income which present some- 
what different problems of rev- 
enues are, first, agriculture whose 
net realized income accounts for 
only 812% of the national total. 
Here the share has gone up with 
the rise in prices from about 6% 
before the war but may fall some- 
what with declining prices. 


There. has been, of course, a 
marked decline in the receipts 
from dividends and interest com- 
bined from about 12%%. of the 
national income before the war to 
bout 8% at the present time. This 
results in large part from the 
lowered . return from interest. 
Dividends are higher. Thus, taxes 
on this group cannot be counted 
upon to contribute the same rela- 
tive share of the national income 
that they did before the war. 


There is finally that large cate- 





gory which the Department of 
| Commerce refers to as “non-agri- 


promulgate quickly a program of | cultural entrepreneurial net_ in- 
support prices or some similar | come and net rents and royalties.” 
mechanism that was generally ap-| Here there are three divergent 


plicable. 
When Pinch of Debt Comes 





portant agricultural products for 


| segments that have moved in dif- 
'\ferent directions. Business prof- 
|its have gone up and so long as 


When prices fall, the dollar to-| the level of activity remains high, 
tal of national income will fall. It' they will continue to yield sizable 
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revenues. Rents must have de- 
clined. rather sharply in view of 
the comparative stability of home 
rentals which form a large part of 
the total. Commercial rentals, of 
course, have been unregulated and 
have advanced by very large 
amounts. Nonetheless, this seg- 
ment of the national income which 
is generally taxed by State and 
local authorities is bearing a pro- 
portionately heavier share of the 
tax burden and can provide little 
to meet higher relative local 
budgets. 

Thus, the tax expert faced with 
the necessity for raising much 
larger sums than before the war 
to finance the heavy and inflex- 


ible obligations of governments, 
both Federal, State and local, must 
| probably accustom himself to the 
| fact that income taxes in the lower 
brackets must be a continuing 
feature of our tax 
though rates might be somewhat 
lower than at present. 

At this point, having stated the 
problem, made some rash pre- 
dictions and asked some questions, 
I defer to experts in taxation and 
debt management. The problem is 
one of ways and means. It is clear 
that this debt weighs heavily when 
added to other necessary expendi- 
tures. Perhaps, after all, if might 
possibly be as manageable as 
other expenditures. 








Restrictions on 


In a number of cases since that 
time—the caption which will 
come to the mind of most of us is 
that of Bailey v. Alabama—the 
Supreme Court has given content 
to that protection. That protec- 
tion carries with it the guarantee 
against the use of penalties or 
governmental sanctions for a re- 
fusal by an individual to make 
his services available. 

There has been a studied at- 
tempt to draw a line between the 
right of one worker to leave his 
job free from government inter- 
ference, and the right of a num- 
ber of workers to leave their jobs 


jointly. Those to whom basic 
democratic rights are not mere 
abstractions but are living and 


vital realities must reject such a 
demarcation. 

The right of free speech in our 
society would have no meaning 
or Value if the exercise of the 
right could be restricted only to 
those circumstances in which the 
speech is ineffective. The right of 
free speech would have no mean- 
ing if I could be told by a gov- 
ernmental agency that while I am 
free to speak, I may exercise that 
right only in the privacy of my 
home and not before an audience. 
The right of the free press could 
not be regarded as very signifi- 
cant if it involved merely the 
right to place one’s views on pa- 
per but denied the right to pub- 
lish, promulgate and distribute 
those views as the only means of 
making them effective. 

By the same token, the right of 
a single employee of the giant 
United States Steel Corporation to 
leave his job is of relatively lim- 
ited significance. The act of a 
single employee in leaving his job 
will have little effect and impact 
on the willingness or unwilling- 
mess of the corporation to better 
his working conditions. The right 
of that employee to leave his job 
becomes really significant and 
important only when it includes 
the right to act in conjunction 
with his fellow employees. The 
right of each of them becomes of 
importance only by virtue of the 
fact that they may leave their 
jobs in unison, and may hope and 
expect that that action will have 
value and meaning and signif- 
icance for the betterment of their 
working conditions. 

We must reject any notion that 
constitutional rights are meaning- 
jess abstractions. And if the right 
to refuse to make ones services 
available is to have real vitality 
it must encompass the joint exer- 
cise of that right by many work- 
ers. 


Bills Restricting Right to Strike 

The proposals to restrict and 
prohibit strike action take many 
and complex forms. Frequently 
the proposals themselves are ill- 
defined, but encompass in a broad 
sweep a variety of activities in- 
cluding the strike itself. The pro- 
posals relate to many different 
laws. Sometimes they are offered 
as amendments to the Wagner 
Act; sometimes, as amendments 
to the antitrust laws: sometimes, 
as amendments to the Norris-La- 
Guardia Act, and sometimes as 
new statutes apparently unrelated 


Right to Strike 


(Continued from page 872) ; 


to anything that has gone before. 
| The Ball-Taft-Smith Bill (S. 55) 
for example, has the usual decla- 


ration that it is not to be con- 
strued as requiring individual 
employees to render labor or 


service without their consent. But 
the Ball-Taft-Smith Bill includes 
among the ingredients of the 
warmed-over hash which consti- 
tuted the Case Bill of last year 
the following: 
(a) A cooling-off period of at 
least 60 days before a strike 
may be called. 


join in a refusal to work on 
materials made by an 
ployer operating under sub- 
standard conditions. 

(c) A provision imposing crim- 
inal penalties and injunctions 
on workers who join in an ef- 
fort to require their employer 
to recognize and bargain with 
the_r organization, even where 
such recognition and _ bar- 
gaining is thoroughly legal. 

I refer to these specifically not 
because they are the sole or even 
the major evils of this bill, but 
because they come to mind ag 
portions of the bill specifically re- 
lated to the exercise of the right 


to strike. 
We are told in one section of 
the bill that it is not to be con- 


strued as requiring an individual 
employee io render labor of serv- 
ice without his consent. But in 
another section of the same bill 
we are told that if a group of em- 
ployees undertake to refuse their 
services in connect.on with cer- 
tain kinds of materials or arti- 
cles, their act is criminal, punish- 
able by a fine up to $5,000 and 
imprisonment of up to one year. 

We are told in one section that 
the bill is not to be construed as 
permitting any court to issue any 
injunctions to compel performance 


ployee. But another section of 
the same bill declares that if a 
group of employees refuse their 
services under certain conditions 
the District Courts are to have 
jurisdict.on on application of the 
employer to issue injunctions. In 
fact, for this purpose the provi- 
sions of the Norris-LaGuardia 
Act are to be set aside so that 
such injunctions may be issued 
without notice, without open court 
-hearing, and regardless of any of 
the other spec:fic requirements 
outlined in the Norris-LaGuardia 
Act. 

It is the kind of 
which 


double-talk 
characterizes so much of 


now under debate in Congress. 
Uniformly these bills violate basic 
principles, principles 
sponsors of these bills would not| 
dare openly to attack. Uniformly 
the intent and effect of the bills| 
is shrouded in general slogans| 
while hypocritical lip service is 
paid to the very principles which 
the bills attack. They would not 
dare, for example, to suggest a 
repeal of the Clayton Act declara- 
tion, adopted over three decades 
ago, that the labor of a human 





the drive behind the largest por- | 
tion of the anti-labor legislation | 


which the} 


structure, | 


| 


| 
} 





ticle of commerce. But .when)| 
American workers gather together 
in free and democratic organiza- 
tions with the aim of fostering 
and advancing industrial democ- | 
racy and opposing the autocratic 
and anti-social domination of our | 
economy by giant _ monopolies, | 
then there are those who actually | 
dare to attempt to turn the clock | 
of history backward by seeking | 
to decimate labor organizations | 
under a fallacious anti-monopoly | 
slogan. 

I have been asked to pose here | 
today some of the issues relating | 
to attempted restrictions on the) 
right to strike. I am pleased to)! 
note that other sessions of this| 
conference have been devoted to 
an analysis and discussion of the! 
terrifying trend toward concen-| 
tration of the control of our econ- 
omy in a few banking houses, the | 
spectacle of prof:t levels and price | 
gauges unprecedented in our his- | 
tory, while mass_ purchasing’ 
power and real wages are declin- | 
ing. These are trends which are) 
moving us at a dizzy pace in the} 
direction of anti-democratic au-| 
thoritarianism and economic ¢ca-| 
tastrophe. 


Anti-Labor Bills Drive to Aid 
Monopoly 


These are what we must recog- | 
nize as the major danger and evil | 
which this country —labor and 
management alike—face today. 


|The drive for anti-labor legisla- 


(b) A provision imposing both 
criminal penalties and in-!| 
junctions on workers who 


em- | 


tion is simply one part, one symp- | 
tom, one prong of the general) 
drive of the monopolists and the 
profiteers directed against the 


' welfare of all of the people. Labor 


of service by any individual em-} 


being is not a commodity or ar- 


is singled out in that attack be- 
cause it represents the strongest 
organized voice of the plan peo- 
ple of the country seeking a more 
equitable and economically more 
sound distribution of our national 
product. 

Restriction on the right to strike 


Washington And You 


is a most important part of the 
generai drive against labor. It 
poses a number of basic legal and 
constitutional issues, to some of 
which I have made reference. As 
a matter of economics and policy 
it poses an equally basic issue as 
to whether the powers of the gov- 
ernment in this country are to be 
subverted and aligned against the 
efforts of American workers to 
achieve for themselves a decent 
standard of life and for the na- 


_ tion as a whole the maximum pro- 


tection against the ravages of in- 
adequate purchasing power, mass 
unemployment and general eco- 
nomic decline. 

Permit me to close with two 
quotations from Abraham Lincol. 
which cannot be too often re- 
peated. I commend them to the 
attention of many members of 
Congress, including the leader’ of 
the Party which today bears the 


Same name as the Party he 
founded. Lincoln said: 
“All that harms Labor is 


treason to America. No line can 

be drawn between these two. If 

any man_ tells you he loves 

America, yet he hates labor, he 

is a liar. If any man tells you 

he trusts America, yet fears la- 
bor, he is a fool. 

“There is no America without 
labor.” 

On the specific subject of our 
discussion this morning, Lincoln 
said in 1860: 

“I am glad to see that a sys- 
tem of labor prevails under 
which laborers can strike when 
they want to, where they are 
not obliged to work under all 
circumstances, and are not tied 
down and obliged to labor 
whether you pay them or not. 
I like a system which lets a man 
quit when he wants to, and w:sh 
it might prevail elsewhere. One 
of the reasons why I am opposed 
to slavery is just here.” 


(Continued from page 865) 


destruction of the essential mass; 
market if reciprocal tariff con- 
cessions are curbed. Shortly, the | 
Reciprocity Information Commit- 
tee will receivé from Motion Pic- 
ture Czar Eric Johnston a brief 
delineating the industry’s stake in 
the April Geneva conferences on 
U. S. pacts with 18 nations. 


Oratorical House Republicans 
don’t like to admit it, probably 
won't, but nonetheless’ are 
pretty thoroughly convinced 
they can’t blockade the Geneva 
conferences. Nor can they be 
placated with the pious talk of 
compromise by Senate Repub- 
licans pledged to the reciprocal 
trade policy. End results will be 
new damage to Republican unity 
and postponement of a tariff 
crisis until 1948. 


for congressional 
help to exterminate the 4-cent 
foreign copper excise tax looks 
hopeless. Reasons are mainly two: 
(1) opposition is organized while 
support is lackadaisical, (2) most 
legislators haven’t been convinced 
that fabricators couldn’t endure 
the $80 per ton duty. However, | 
not to be overlooked is the pos- | 
sibility that reciprocal trade nego- 
tiations might cut the impost. 


Campaign 


For 65 cents you can buy from 
the Superintendent of Docu- 
ments Government Printing Of- 
fice, Washingten, publication 
2699, “International Agencies in 
Which the United States Par- 
ticipates,” just released by the 
State Department. The manual 
classifies and defines such agen- 
cies in the following groups: 
commercial and financial; com- 
modity; agricultural; educa- 
tional, scientific and cultural: 
political and legal; social and 
health; and transport and com- 
munications. It covers 216 in- 
ternational agencies. 


New business birth rate during 
the first half of 1946 was lower 
in the finance, insurance and real 
estate family than any other of 
the eight major industry group 
classifications by the Commerce 
Department. New business ven- 
tures in finance, insurance and 


real estate during the six months | 


averaged 113 for each 1,000 estab- 
lished firms. Birth rates for other 


major groups were: contract con- | 


trade, 
service, 


553; wholesale 
manufacturing 269; 


struction, 
306: 


218; retail trade, 207; mining and | 
quarrying, 188; transportation and | 


public utilities, 149. 


Death rate for the half year 
was lower in finance, insurance 
and real estate than five of the 
eight major groups. Finance, 
insurance and real estate dis- 
continuances averaged 52 for 
each 1,000 going establishments. 
Death rates for other major 
groups were: mining and 
quarrying, 108; contract con- 
struction, 89; wholesale trade, 
72: manufacturing, 71: serviee, 
59: transportation and public 
utilities, 44; retail trade, 42. 


Active establishments increased 
10% in number in finance, insur- 


ance and real estate as against 
|24% in the eight major industry 
'groups from December 1943 to 
' June 1946. 


House Republicans are just 
about set to reincarnate the 
Small Business Committee 
which the Democrats operated 
last Congress. They’ve glanced 
at the crystal ball, discovered 
enough votes to smother Demo- 
cratic opposition. The GOP 
brethren aren’t above filching 
the Democrats’ book of eti- 
guette on how to court the na- 
tion’s small business proprie- 
tors. 


Dollar diplomacy can’t bend 








_ 


|Export-Import and International 
Bank policies’ without rousing 
| wrath on Capitol Hill. Reports 
|that State Secretary Marshall is 
cupping attentive ears to aids who 
would utilize the banks to brave 
our ideology abroad provoked 
warnings this week that such 
course would circumvent congres— 
sional intent. Lawmakers are 
poised and awaiting the first ap-— 
parent gesture by Mr. Marshall 
in that direction. 


Ys Ba 


Business census in 1948 cover- 
ing 1947 remains the ambition 
of the Census Bureau. The bu- 
reau will shortly forward te 
Congress a request for necessary 
enabling legislation, will urge 
a vote not later than June. De- 
lay beyond that date would al- 
low inadequate time for pre- 
paratory operations. 


Impending request by Treasury 
Secretary Snyder for legislation 
continuing the right of Federal 
Reserve Banks to purchase up to 
$5 billions in Federal securities 
from the Treasury won't be 
granted until Senate and House 
Banking Committees have asked a 
heap of questions. Federal Re- 
serve Banks now exercise this 
privilege under war powers. See- 
retary Snyder wants the author- 
ity retained to help keep Treas- 
ury funds fluid between income 
and outgo movements. 

Congress is beginning to won- 
der about the Administration’s 
position on the Federal Reserve 
Board’s bid for authority te 
| guarantee up to 90% ef member 
| bank loans. Chairman Tobey of 
the Senate Banking Committee 
| introduced such legisiation by 
| Board request, then was left 
| dangling by Administration 
| silence. Tobey will tire of wait- 
| ing, order committee hearings, 
call for Administration testi- 
| mony. 





Steel industry can expect con- 
| gressional pressure to hike allo- 
'eations forfreight car production. 
|The industry has agreed to allot 
sufficient steel for 7,000 cars 
monthly. Many lawmakers aren’t 
| satisfied with this deal, argue the 
|steel supply should be more 
| closely tailored to the nation’s 
'needs and the manufacturers’ 
ability to roll out 14,000 new cars 
| monthly. 


Senate and House Commerce 
Committees momentarily are 
too occupied by safety explora- 
tions to deal with Civil Aero- 
nautics Board request for au- 
thority to pass on security is- 
sues by commercial airlines. 
That will come later. Curbstone 
tendency of some committee 
members is to oppose the CAB 
formula, but that situation could 
change after CAB testimony. 


An orchid for the most efficient 
| small warehouse bookkeening svs- 
‘tem is being propagated by the 
'Commerce Department. Depart- 
ment agents will shortly girdle 
ithe nation to study record xeep- 
‘ing and accounting methods of 
wholesale grocery warehouses. 
|The ultimate purpose—publication 
'of a booklet enshrining the most 
effective system. 





| sie 54 we 

| If you want to gamble on 

| rents, it’s a good even money 

| bet that Federal controls will 

| not be allowed to lapse, will be 

| continued in a form calculated 

| to relieve landlords. Rent mail 
reaching Congressmen is about 
evenly split — half for and hali 

| against decontrol. 

a ; 


Social Security Board recom- 
|'mendations to Congress Tuesday 
‘that the Social Security Act be 
|overhauled and liberalized was 
| coolly received, will be filed for 
| consideration in 1948 or Jater. No 
social reform is on the 1947 


‘ calendar. 






















































































































































































































































894 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, February 13, 1947 





Are Americans Too Gold-Minded? 


States. The interpretation of your|on prices than the seller, there-|came for the resumption of pay-| you made one or two corrections 


(Continued from page 868) _ 
ical Consequences of Lord Keynes 
Theories” and your article on 
“The Dollar Mystery” are really 
excellent publications. They both 
express your rigidity of mind. In 
these days of frequent economic 
change flexibility of mind is es- 
sential. Lord Keynes was one of 
Britain’s most brilliant Econo- 
mists, but he was never remark- 
able for consistency. The revo- 
lution he effected in 
thinking is of immense value. He 
had a flexible mind but, like all 


revolutionaries, as he got older he} 


became frightened at the amount 
of energy he had released. His 
swan song to which you refer is a 
recantation of much of his teach- 
ing. The great majority of Britons 
accept his work with immense 
gratitude but we apply it with 
discrimination. 

I note you still persist in say- 
ing “the gold standard is not re- 
sponsible for the great depres- 
sion,’ but you do not deny with 
evidence what I said in point five 
of my letter addressed to you on 
the 12th August last—that the de- 
flation came before the depression. 


You say that America does not) 


want to repeat some of the same 
mistakes which were made at the 
time of the 1929 depression, but if 
press reports and the information 
I receive from various eminent 
sources in America are reliable 
she is at this time repeating the 
same mistakes, but in a more in- 
tensive form and the results will 
again prove to be a reflection 
upon the gold standard system. 


U. S. Gold Accumulation 


It is as well to remember that 
the United States started accumu- 
lating and _ sterilizing gold in 
1921 and continued, with some pe- 
riods of intermission until 1941. 
In 1931 its accumulation was $5,- 
000 million. In 1941 its accumu- 
lation was over $20,000 million. 


There is some truth in what you 
say that France accumulated be- 
tween 1924 and 1927 a large 
amount of foreign exchange in the 
form of deposits in American and 
English banks. It was not until 
1928 that France returned to the 
gold standard and used her for- 
eign exchange between 1928 and 
1932 in accumulating and steril- 
izing gold. This action, accom- 
panied by the U.S. A. accumulat- 
ing and sterilizing gold, was the 
direct cause of the gold standard 
being unworkable. 

You say that there was no 
scarcity of credit anywhere in the 
world before 1929. The position is 


that there was great scarcity of | 


credit in Britain from 1924 on- 
wards. 


Just what do you mean by say- 
ing, “We cannot have democracy 
without an individual competitive 
free enterprise system?” The great 
majority of the people of this 
country would accept this point of 


view but with some qualification. | 


If one is a golfer one plays sub- 
ject to certain rules. The same 
applies if one is playing billiards, 
cricket, bowls or any other or- 
ganized game, and if you mean 
that the individual competitive 
free enterprise system shall have 
no rules—or in this case perhaps 
it would be better expressed in 
the words “code of conduct” with- 
in which the fullest individual 
freedom and enterprise can oper- 
ate, democracy definitely cannot 
survive. 


Totalitarianism and Exchange 
Control 

There appears to be no evidence 
whatsoever that there is an or- 
ganic relationship between to- 
talitarianism and exchange con- 
trols. If so, the U. S. A. is a to- 
talitarian country. Exchange con- 
trol is a legitimate defence of na- 


tional money whether adopted by | 


a totalitarian or a democratic na- 
tion. I am glad I shocked you by 
revealing the truth about ex- 
change control by the United 





economic | 


paragraph three practically 
amounts to this: Exchange control 
of the dollar is perfectly legiti- 
mate while exchange control of 
any other currency in the mind of 
the U. S. A. is a crime. The re- 
strictions placed on the possession 
of gold by the Criminal Law of 
the United States is exchange 
control. What 1 mean by interna- 
tional dollars is dollars circulating 
outside the United States and, so 
long as dollars remain a scarce 
currency it is not possible for 
Britain to convert sterling into 
|non-existent circulating dollars. 
|Your article, “The Dollar Mystery” 
\is not the complete answer and 
makes no contribution to solving 
Britain’s problem. The solution of 
tfe British problem is, of course 
|much wider than the balance of 
|payments of the United States. 
| Britain’s problem is to create an 
|international currency that will 
take the place of the gold which 
the United States has withdrawn 
'from circulation and buried at 
| Fort Knox. Britain has made sub- 
| stantial progress in this direction 
| and there is now approximately 
£4,000 million worth of sterling 
in international circulation which 
within the sterling area is 
freely convertible. 


The $5 Billion Deflation 


The $5 billion deflation referred 
to in my previous letter took place 
between 1929 and 1932. The 
United States was solely re- 
sponsible for this international 
deflation. “The U. S. and World 
Economy” published by the U. S. 
Department of Commerce is great- 
ly respected in this country. Its 
great value is that it reveals to 
the world, after 12 years secrecy, 
the dimension of the dollar defla- 
tion and its devastating effect on 
world economy. 

Why limit your arguments to 
what you refer to as the facts be- 
fore 1929—18 years ago? I can 
well appreciate our friendly dif- 
ference of opinion now that you 
admit that you are concerned 
only with the facts which occurred 
before 1929. So much has hap- 
pened over these years, changes 
have been so rapid one has only 
been able to keep in step with 
some difficulty. 

The great depression, meaning 
the world depression of 1931, was 
undoubtedly caused by the two 
international deflations referred to 
in my letter addressed to you on 
Aug. 12 last. You seem to con- 
fuse the great depression with the 
United States depression which 
was due to the collapse of Wall 
| Street speculation in October, 1929. 
All the evidence goes to show that 
the deflation of dollars in interna- 
tional circulation was the cause of 
|the great depression in Britain 
and the rest of the world. It trans- 
formed the gradual diminution of 
| international credit between 1924 
j}and 1929 into a world-wide and 
disastrous depression which cul- 
minated at the end of 1931. 


I am fully aware of the conse- 
quences of monetary inflation and 
the rise in prices both during and 
after world war number two. The 
U. S. is more familiar with these 
consequences than Britain. It was 
a great mistake for Great Britain 
to return in 1925 to a gold stand- 
ard at prewar parity of the £. I 
opposed this very strongly when 
I contested the Barnsley constit- 
uency in the 1924 General Election 
and what has occurred since fully 
justified my opposition. Mr. Win- 
ston Churchill was Chancellor of 
the Exchequer at the time, and in 
1932 he admitted in the House of 
Commons that the advice his ex- 
perts had given to him was a mis- 
take. The major folly of Britain, 
| however, was going on to a gold 
| standard which was already being 
mismanaged by the U. S. 


In normal conditions, that is 
when a buyers’ market prevails 
under a free enterprise system, 
‘the buyer has a greater influence 








magnitude of her war efforts, but 
is gradually returning. 


The Commodity Standard 


You ask me what I mean by a 
Commodity Standard. It is the 
fixation of the value of money in 
terms of a world price index in- 
stead of in terms of gold. It was 
originally a conception of Amer- 
ican Economists, but was adopted 
by Britain when gold failed as an 
international currency. It is true 
that Britain had adopted a man- 
aged currency based on the com- 
modity standard. I emphasize this 
because America on a gold stand- 
ard, which is the most managed 
currency that has ever operated, 
managed it for 17 years, 1914-31, 
when it collapsed. Britain man- 
aged it excellently for two years 
short of a century, 1816-1914. I 
respectfully point out that you 
are not correct in saying that the 
recovery had begun before Great 
Britain left the gold standard. The 
official statistics of unemployment, 
national income and foreign trade 
demonstrate that Britain’s recov- 
ery did not begin until 1932, short- 
ly after leaving the gold standard. 


I have read your paragraph 
eight several times and I am still 
trying to grasp your contradiction. 
You say— 


(a)“Paper money has the power 
to buy.” 

(b) “Paper money is not pur- 
chasing power.” : 

May I ask what is purchasing 
power but the power to buy? 








Fluctuations in Gold’s Value 


I will not contest your point that 
the wild fluctuations which take 
place in the value of gold have 
nothing to do with the Gold 
Standard. This observation seems 
to me to be an attempt to evade 
the real issue. The facts are that 
the principal causes of the wild 
fluctuations in the value of gold 
are: 7 
1. Hoarding of gold by the 
American Government; 


2. hoarding of gold by the In- 
dian people. 

But, whatever the causes its 
wild fluctuations of value render 
it unsuitable as a standard of val-| 
ue. Bretton Woods was intended | 
to be a gold standard, but owing 
to the wild fluctuations in the 


| the sterling price of gold by 54%, 
| with the result that when the time 


rhillion, the 
You may 
further recollect that the Supreme 
Court of the United States ruled 
that the enforcement of the gold 
clause in a debt contract was il- 
legal. This applied to all contracts 
except that between the U. S. and 
Britain, which had been made by 
the then Mr. Stanley Baldwin for 
payment of our first world war 


of £19 


debt in gold. It is incidents of this | 


kind, that will be accentuated ii 
the price of gold is again in- 
creased, which brings the eapital- 
ist system into disrepute. 


“Imaginative Rapsodies”’ 
Questioned 

You say the Gold Standard has 
served the cause of peace and has 
been an admirable instrument of 
international cooperation. I 
really do not understand your im- 
aginative rapsodies on the gold 
standard. These can readily be 
discounted by the following: 

(1) Gold has no stability; 

(2) Its market price has risen 
from $20.67 an ounce in 1933 to 
$80 an ounce at present; 

(3) It makes daily fluctuations 
in world markets. 

You also speak of the liberty of 
movement of gold, whereas in fact 
it has no liberty of movement. 
One method of exehange control 
adopted by the Government of 
the U. S. is to make it a crime to 
possess gold (subject to a few 
minor exceptions). Every country 
in the world—even Britain — re- 
stricts the free movement of gold. 


Britain’s Debt to Foreign 
Countries 
Like many other Americans you 
have a misconception of the £4,- 
000 million worth of British debt 
to foreign countries. Every person 
in Britain with an elementary 


‘ P eae : 
| United States (and France) raised | restrict Britain’s methods of in- 


| ternational trade. 
| In your letter of Dec. 2, in which 


fore, Britain, as the greatest pur-| ments on the expiry of the Hoover|to your letter of Nov. 26, you 
chasing nation in the world, has a| moratorium Britain was confront-| suggest that I am requesting a 
greater influence on world prices | ed with the payment of £30 mil- continuance of monetary inflation 
than the U. S. That influence has/| lion for her December instalment} in which the U. S. had to indulge 


been temporarily eclipsed by the | instead 
'amount of the bond. 


(during the war. This further 
| shows that you have a misconcep- 
tion of Britain’s indebtedness. The 
| £4,000 millions of sterling bal- 
lances held by other nations is 
definitely not a continuance of 
| monetary inflation. It serves the 
|following four purposes: 

| (1) Reflation against the £3,- 
|000 million gold and dollar de- 
|flations culminating in 1931-1932; 
(2) reflation against the existing 
dollar scarcity; 
| (3) reflation against the disap- 
|pearance of French frances, lira 
|'and reichsmarks from internation- 
|al currency; 

| (4) insurance against a repeti- 
'tion of the dollar deflation of 
| 1929-32 if, and when, the present 
|} boom in the U. S. collapses. 

| May I conclude by saying how 
lof vi I appreciate this interchange 


of views. I feel that the more 
| frank both parties are on the vital 
1 sory discussed the greater cer- 
| tainty there is of arriving at com- 
'mon understanding, which is es- 
| sential to the development of bet- 
iter relations between our re- 
spective countries, which I am 
convinced we both whole-heart- 
edly desire shall be established. 
Yours sincerely, 


W. CRAVEN-ELLIS. 





MR. CORTNEY’S REJOINDER 


Feb. 4, 1947. 
Mr. W. Craven-Ellis 
Estate House 
Dover Street 
London, W. 1. 
England 


|Dear Mr. Craven-Ellis: 


This will acknowledge receipt 
of your letter of Jan. 24 which I 
read with great interest. 

I wish to make clear once more 
that the main reason which 
prompted me to demonstrate that 





knowledge of money is aware that 
the £4,000 millions of sterling bal- | 
ances is British indebtedness to) 
foreign countries. But it is an in-| 
debtedness which demonstrates | 
the strength of British credit. The | 
prestige and credit of a commer-| 
cial bank is determined by the)! 
volume of its deposits—that is by | 
the volume of its indebtedness to 
the public. Other nations, unable} 
to get gold or dollars, are using | 
sterling balances increasingly as} 
international currency. True they | 
are b'ocked to some extent until 





value of gold it is impossible for it 
to function as was intended. It! 
would be more correct today to| 
say that Bretton Woods is on a/| 
dollar standard which is backed 
by gold at the price of $35 per 
ounce, and yet recently gold has) 
been sold to India at a price of $80 
per ounce, which would be true 
to say is today’s market value. 
Under these conditions, may I ask 
how can such a gold standard, 
which is so inconsistent, produce 
the stability which is so essential 
for world stability? In many re- 
sponsible quarters, in Washing- 
ton as well as in London, there is 
serious talk of the advisability of 
increasing the price of gold. 


This takes my mind back to 
what occurred after the settlement 
of the debt owing by Britain to 
the U. S. following world war 
number one. The action of the 
U. S. made it impossible for Brit- 
ain to pay her debt and gave the 
impression in the U. S. that Brit- 
ain had defaulted. She was a 
debtor whose attempts to pay by 
every effort in her power had 
been defeated by the policy of a 
creditor to whom the receipt of 
payments was an embarrassment 
rather than an asset. No doubt 
you wil recollect that President 
Hoover finding the war debts un- 
payable, owing to the withdrawal 
of gold from the international cur- 





rency in 1931, granted a morator- 





ium. The hoarding of gold by the 





Europe recovers from war devas- | 
tation, but so are the tied loans 
of the United States Import and 
Export Bank blocked, and I re- 
spectfully submit with less jus- 
tification. So you do not hesitate 
to call this £4,000 millions worth 
of British debt a curse on the 
British people. It certainly is not 
working out in that way. Your 
so-called curse is proving a bless- 
ing in providing British exporters 
with an almost unlimited sellers’ 
market. 


You are surely mistaken when 
you say that dollars are freely ex- 
changeable into pounds. Dollars 
are not freely exchangeable into 
pounds, even the dollar loans of 
the U. S. Import and Export Bank 
are specifically precluded from 
being freely exchangeable into 
pounds. 


Americans Not Free Traders 


I do not’ know what you mean 
when you say “We are free trad- 
ers,” as the United States is re- 


garded as one of the foremost ex- 
ponents of economic nationalism 
as instanced by its tariffs, the 
loans and shipping clauses of its 
Import and Export Bank, its pref- 
erential arrangements with the 
Philippines, Cuba and Porto Rico, 
its restrictions on U. S. coastline 
shipping and, last but not least, 


the gold standard was not respon- 
sible for the great depression, but 
that the great depression engulfed 
the gold standard, was to clear the 
ground for a more realistic diag- 
nosis of the great depression. I 
do not believe that the gold 
standard is a perfect system and 
I have said so. Practically all hu- 
man institutions are imperfect, we, 
the authors of these institutions 
being imperfect ourselves. I am, 
however, in favor of some form 
of gold standard (and the Bretton 
Woods arrangements constitute a 
form of the gold standard) for the 
simple and good reason that any 
monetary and financial system 
which does not entail some auto- 
matic check on the freedom of the 
government to print and spend 
money, will result in a debauch- 
ery of currency, and therefore, is 
a menace to our social system 
and liberties. 


Appraisal of British Loan 
Premature 


You are entitled to your own 
opinion regarding the British Loan 
and the International Monetary 
Fund. I submit, however, that it 
is too early to form any historic 
judgment on the merits of the 
loan and of the fund. 

In my answer of Nov. 26, I 
stated that I did not understand 
what you mean by “a deflation of 
$10 billion of gold for which the 


United States and France were 
jointly responsible.” Petween 
1924 and 1934, the amount of gold 
held by the United States was un- 
changed. If the United States was 
able to accumulate about $2'2 bil- 
lion gold between 1914 and 1924, 
it is because firstly, European be- 
ligerents needed American ma- 
terials and merchandise, and sec- 
ondly, because even after the war 
ended, neither England nor France 





the use of the American loan to 


wanted to buy gold at the market 











Volume 165 Number 4568 


THE COMMERCIAL & FINANCIAL CHRONICLE 





895 





price; thercfore gold was flowing 
into the United States. 


Credit Scarcity Doubled 


I do not understand what you 
mean by “the deflation came be- 
fore the depression” in view of 
the fact that I share the view (See: 
“The Great Depression” by Lionel 
Robbins) that the great depres- 
sion was due mainly to a de- 
bauchery of credit between 1924 
and 1929, which was fed by and 
from the United States, and also 
thanks to the device of the “gold 
exchange standard.” Furthermore, 
I cannot find any support for your 
contention that there was “great 
scarcity of credit in Great Britain 
from 1924 onward.” 

I maintain that we cannot have 
democracy without an individual 
competitive free enterprise sys- 
tem. This does not mean, how- 
ever, that we do not need some 
code of conduct. This “code of 
conduct” is provided by the Gen- 
eral Laws, and if one more code 
is needed, it is to plan and force 
competition between employers 
and between wage earners. I am 
against monopoly, both of busi- 
ness and of labor. 


Insists U. S. Does Not Practice 
Exchange Control 

Your remarks regarding the 
United States having an exchange 
control are puzzling to me. I can- 
not see why you persist in wish- 
ing to call ‘exchange control” 
something for which there is an- 
other name. In my answer to your 
letter of Aug. 12, I have clearly 
explained what is meant by ex- 
change control. 


In your letter of Aug. 12, you) 


call exchange control, the system 
by which loans are tied up to ex- 
ports. Now you choose to call ex- 
change control, the restrictions 
placed on the possession of gold 
by the criminal law of the United 
States. I am against this restric- 
tion, but this is not what is meant 
by exchange control. It is already 
difficult to avoid misunderstand- 
ings between human beings when 
using words with their accepted 
meanings, but the confusion would 
certainly become inextricable if 


Wwe attach to the same words dif-| 


ferent meanings. 
Your remarks regarding inter- 


national dollars are rather con- 
fusing. You say: “I mean by in- 
ternational dollars, the dollars'| 
circulated outside the United 


States.” I submit that while there 
are at all times a certain amount 
of dollar bills circulated outside 
the United States, I do not believe 
that this is what you have in mind. 
The only international currency 
known so far is gold. Then you 
Say: “Britain’s problem is to cre- 
ate an international currency that 
will take the place of the gold 


which the United States has with- | 


drawn from circulation and buried 
at Fort Knox.” 


pes oe 
I am puzzled to see you main-| 


tain stubbornly that the £4 billion 


worth of sterling foreign deposits, | onhanze controls 
which is only a debt of England to! area . 


foreign countries, constitute, in| 
your view, an international cur-| 
rency. Besides, in the proportion | 
that Great Britain is paying this| 
debt, it annihilates your so-called | 
international currency. 


Cites Robbins Article 


I wish you would read the ar-| 
ticle by Lionel Robbins in the}! 
January “Bulletin” of Lloyd’s| 


Bank. I am certain that you will | 
finally agree that the £4 billion) 
sterling foreign deposits are a) 
curse on Great Britain, and not 
“an international currency.” 

_ There is a curious confusion in 
your mind regarding the role of 
international currency and the 
way international trade is fi- 
nanced. This point deserves clari- 
fication. 

What constitutes an internation- 
al currency? Strictly speaking, 
only gold. because only gold has 
world-wide acceptance. 


Gold Only Needed to Settle 
Unbalances 


How much of this international | 
currency does the financing of in-! 





and 


ternational trade require? 
world in equilibrium, only a rela- 
tively small amount of interna- 
tional currency is needed. What 
actually happens is that commod- 
ities and services are exchanged 
against commodities and services 
(bills of exchange being used as a 
medium of exchange), and the 
international currency (gold) is 
needed only to settle balances, or 
rather unbalances, of accounts be- 
tween nations which in a world in 
equilibrium are small, and should 
be small, if the world is actually 
in equilibrium. 

The foregoing explanations will 
also serve to clarify a point on 
which you hammer so _ often, 
namely, that there was a deflation 
of $5 billion (between 1929 and 
1932) for which the United States 
was solely responsible. Let me 
quote the U. S. Department of 
Commerce _ _ publication, “The 
United States in the World Econ- 
|}omy” on this point: “The abrupt 
fall in the dollar supply by some 
$5 billion or 68% over the short 
space of three years (from 1929 to 
1932) necessitated vast changes in 
the foreign use of dollars and in 
the economic systems from which 
the demand arose.” 


What did the U. S. Department 
\of Commerce mean? It simply 
|}meant that in 1932 the United 
| States bought from the rest of the 
| worid $5 billion less goods, serv- 
ices and investments than it 
bought in 1929. The international 
purchasing power (what you call 
“the international currency”) is 
| constituted mainly by the goods 
and services which the United 














States buys abroad. In other 
| words, goods and services pur- 
|chased create the purchasing 


| power, or if you like, the interna- 

| tional currency to buy foreign 

| goods and services. 

Americans Moving Toward Trade 
Multilateral 


I grant that there are still too 
many impediments to free trade 
| originating in the United States 
| but unmistakably, it is the definite 
| will and purpose of the American 
people and government to make 
world trade free and multilateral. 

In my letter of Nov. 26, I said 
that ‘‘metallic money JIS purchas- 
ing power and paper money HAS 
purchasing power, and in the mere 
fact that you do not see the dis- 
tinction, lies the difference be- 
tween your conception of money 
and mine. Metallic meney, like 
| gold or for that matter, silver, IS 
purchasing power because like 


any other commodity which is 
| needed or wanted, it represents a 
‘value in its own right. Paper 


money, not endorsed by gold, HAS 
purchasing power, or power to 
discharge debts, merely because 
| the government makes it, by law, 
| legal tender. 

Regarding the price of gold in 
India, I wish to remark that the 
high price is due merely to ex- 
and to the sterling 
, making money non-convert- 
ible into dollars. 


Expects General Increase in 
Gold Price 

Regarding the advisability of 
increasing the price of gold, it 
seems to me that this increase is 
probable, but also that if and 
when it comes, it will be general. 
On the other hand, the relative 
value of the pound vs. the dollar 
will depend on other factors, like 
British exports, British produc- 
tivity, etc. we 

I share your view that a frank 
intelligent discussion of the 
issues involved in our exchange of 
letters can only be beneficial to 
our two countries. The more I 
look at the world, the more I am 
convinced that the future of what 
we call “the western civilization” 
depends on a close and loyal co- 
operation between the United 
States, England and France. 


Please believe me, Gear Mr. 
Craven-Ellis, ’ 


Yours-mest sincerely, 
PHILIP CORTNEY. 


} 
In a 


(Continued from page 868) 
money has been kept under re- 
straint. 

Not only are the characteristics 
of that earlier depression almost 
entirely lacking, but out of our 
new social consciousness there 
have been established safeguards 
to mitigate the effects of any re- 
cession that might develop during 
the processes of economic adjust- 
ment. These are cushions which 
should operate to prevent any 
temporary slackening of business 
tempo from reaching disastrous 
proportions. 


Bulwarks Protecting Our 
Economy 


Let us examine a few of these 
bulwarks protecting our economy. 

Today, we have functioning the 
mechanisms to prevent any ruin- 
ous collapse of farm prices. 

Today, through the provisions 
of the Social Security legislation, 
we have unemployment insurance 
which guarantees that never again 
will there be any sudden curtail- 
ment of individual income on a 
mass scale. 


Now, we have the safeguards 
surrounding the savings of the 
people under the Federal Deposit 
Insurance legislation. This we can 
count as a very real asset in sus- 
taining the confidence of the peo- 
ple in our banking system. 

Furthermore, through the op- 
erations of the Securities and Ex- 
change Commission, investors in 
securities are more certain of the 


soundness of their investments. 
These products of economic 
statesmanship are tough and 


sturdy girders beneath the floor 
of our business structure. There 
are other elements. Particularly 
important are the accumulated 
Savings of the people and of in- 
dustries. Tens of millions of citi- 
zens have invested in United 
States Savings Bonds. The liquid 
assets of individuals at the end of 
December were estimated at 
$191,000,000,000, an all-time high, 
and compare with less than $70,- 
000,000,000 in 1941. These assets 
are more widely distributed than 
before the war. The net working 
capital of American corporations 
nearly doubled during the war 
years, and the latest estimate 
places the total at a record high 
of $55,000,000,000. They hold cash 
and United States securities alone 
totaling $40,000,000,000 — more 
than twice the prewar figure. 


employment, either in the acqui- 
sition of consumer goods, or for 
the financing of production and 
expansion of industry. 


Stimulants to Business 
and Employment 


Not only do we have the means 
to attain continued prosperity, but 
we have the stimulus. There is, 
despite current high production 
levels, an unsatisfied demand for 
virtually all kinds of goods. Our 
nationwide housing shortage is 
one of our critical problems, but 
this shortage will serve as a most 
important stimulant to business 
and employment. It will take 
years to fill this demand, and as 
you know, high construction lev- 
els spread demand throughout a 
multitude of supplying industries. 
As new homes are occupied, there 
is a call for furniture and furnish- 
ings, and many other related 
items. 

And let us not overlook the 
record-breaking foreign demand 
for our goods. 

And let me list as one of the 
most important assets we have in 
this year 1947, the sheer physical 
volume of our production of goods 
and services. Equally important 
is the spirit, the ability, and cour- 
age, and energy, and ingenuity of 
our people that was demonstrated 
in our attainment of production 
for victory, in our amazingly 
speedy reconversion and in our 





steadily expanding output of | 
peacetime goods. 





There is no dearth of funds for | 


| An Inventory of Our 


Let us look at the picture in 
some detail. 

Indices of industrial production, 
carloadings, electric power, and 
the like, bear eloquent testimony 
to our progress since the cessa- 
tion of hostilities. 

Freight carloadings in mid- 
January exceeded those for the 
corresponding period in every 
year since 1930, when the average 
per-car Capacity was much smaller 
than it is now. 

Industrial production continues 
at peacetime high levels. The 
Federal Reserve Board’s adjusted 
index of production for December 
stood at 179% of the 1935-39 av- 
erage. 

Steel ingot production in Janu- 
ary had risen to 93% of capacity 
—a new postwar high. 

Electric power output in the 
week of Dec. 21, rose to the high- 
est level on record. 

Production of soft coal in Janu- 
ary reached the highest level in 
20 years. 

More and more durable con- 
sumer gocds are reaching the 
market in quantities exceeding 
those of before the war—ship- 
ments of washing machines, vac- 
uum cleaners, electric ranges, and 
radios are from 59 to 68% above 
prewar levels. The shipment of 
mechanical refrigerators and the 
production of passenger automo- 
biles are approaching prewar 
volume. 

The output of many building 
materials has reached new post- 
war highs; some reached all-time 
highs during 1946. 

The production of lumber and 
lumber products in December was 
142% of the 1935-39 average. 

Civilian employment has in- 
creased three million since the 
end of the war, and was approxi- 
mately 56,300,000 in December. 

I would not discount the fact 
that we have some liabilities on 
our national ledger. There have 
been inflationary excesses in some 
areas that will have to be cor- 
rected, 

The year just past was marked 
by labor-management strife. Pros- 
perity demands a high degree of 
cooperation. It seems to me that 
in recent weeks there has been 
evidence of a happier, more co- 
operative, more realistic approach 
in labor-management relations. 

This Administration has gone a 
long way toward relaxing the 
controls over our economy de- 
manded by the war emergency. 
It is the President’s purpose to 
remove all remaining controls as 
rapidly as possible. From now on, 
it is largely up to us, all of us. 
We shall need to exercise re- 
straint, whether we are consum- 
ers, Or producers, or distributors. 


Problem of National Debt 


There is another problem we 
face as a nation, a problem that 
is closely related to our general 
economy, and which is of primary 
importance to the business com- 
munity, That is the problem of 
our national debt, and its manege- 
ment. 

It is of primary importance that 
we reduce our Government ex- 
penditures, now, to the utmost 
compatible with our national se- 
curity, our economic well-being, 
and the fulfillment of our just 
obligations. Already, from a war- 
time high of $100,000,000,000 a 
year, we have reduced expendi- 
tures to an annual rate of $42,- 
000,000,000 for fiscal year 1947. 
This curtailment of spending by 
almost 60% does not represent 
the attainment of a goal. 


Budget proposals for the next 
fiscal year contemplate a further 
reduction, and it is the policy of 
the Administration to continue 
this economy program as rapidly 
as the liquidation of war and its 
aftermath permit. 


It is essential that we establish 
our national budget on a soundly 





balanced basis, and begin now to 


Situation 


our large public debt. In_ this 
present state of extraordinary 
prosperity, sound business prin- 
ciples demand that we give pri- 
ority to the debt liquidation pro- 
gram. 
Wants no Major Tax 
Reductions Now 


I believe this would be a greater 
contribution to national fiscal 
soundness than major tax reduc- 
tions now. We should maintain 
tax rates high enough to effect as 
rapid a reduction in the public 
debt as is consistent with the 
maintenance of a high-production, 
high-employment economy. When 
the time comes when some reduc- 
tion in the tax rates should be 
possible, I believe these reduc- 
tions should be concentrated in 
those areas where they will be 
most useful in maintaining pur- 
chasing power and in providing 
the incentives necessary for a 
continued high level of produc- 
tion throughout the economy. 

Gentlemen, let me conclude. I 
believe an objective appraisal of 
our assets and our problems will 
reveal a magnificently prosperous 
nation. With all of our advan- 
tages, the American system of | 
free enterprise is capable of de- 
veloping a driving force that will 
carry us on to even greater na- 
tional well-being. 


National Securities 
Corp. in Seattle 


SEATTLE, WASH. — National 
Securities 
Corporation is 
being formed 
with offices 
in the White 
Building, to 
engage in the 
securities 
business. Offi- 
cers will be 
Howard W. 
Jones, Presi- 
dent; Stuart 
M. Norris, 
Secretary, and 
George B. Pea- 
body, Treas~ 
urer. 

Mr. Jones 
and Mr. Norris were formerly of- 
ficers of the First Washington 
Corporation. 





Howard W. Jones 





SEC Confers Wit 
Secs. Administrators 


The Securities and Exchange 
Commission held with the Execu- 
tive Committee of the National 
Association of Securities Admin- 
istrators the fourth of a _ series 
of conferences in connection with 
proposed revisions of the securi- 
ties acts. m 

Commissioner Robert K. Mc- 
Connaughey presided at the con- 
ference in the absence of James J, 
Caffrey. Among those at the con- 
ference were D. D. Murphy, Pres- 
ident of the National Association 
of Securities Administrators and 
South Carolina’s Commissioner of 
Securities; Paul Deems and Poin- 
telle Downing of the [Illinois 
Securities Commission; Greene 
Johnston, Executive Secretary of 
the Florida Securities Commis- 
sion; Myron Honigman of the 
Pennsylvania Securities Commis- 
sion; Maurice Hudson, Corpora- 


tion Commissioner of Oregon, and 
Harold Johnson, Assistant Direc- 
tor of the Nebraska Department 
of Banking. 

Mr. McConnaughey said that 
the Administrators plan to ap- 
point a special committee to con- 
fer with the SEC on the program 
of revisions and to keep in touch 
with developments of the exten- 


‘sive study the Commission has 


undertaken to obtain public reac- 

















apply a surplus of receipts over 
expenditures to the retirement of 


tion to the proposal. 
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The Critical Tasks 


(Continued from page 874) 
And, so, my fellow Republicans, 
let this be our grand strategy. Let 
us plan to win because we deserve 
to win. and because America 
“wins” with us. , 

This shouli not be too difficult 
for men of good will, common 
sense. Lincoln tradition and con- 
stitutional fidelity. Indeed, here 
at home. there probably is no 
reason why the people of the 
United States should not right 
now be upon the. threshold of 
their greatest era of sustained 
mass prosperity. Bites 

If we quit aousing our illimit- 
able opportunities; if we quit 
making senseie:,; war against each 
other here at nome; if we quit 
false theories of fake economics, 
still dished up by the repudiated 
peddlers of yesterday’s nostrums; 
if we quit corruption including 
corruption of the spirit; if we 
guit shackling initiative and 
stifling thrift; if we quit the ty- 
ranny of bureaucrats and pressure 
groups and special interests; in a 
word, if we quit aborting the 
American way of life the future 
is rich with cheer. I take it, Mr. 
Chairman, that we have a man- 
date from the American people 
not to quit ourselves until all the 
rest of the “quitting” is accom- 
plished. 

U. S. Position Splendid 

America has the resources. It 
has every element for a great 
and wholesome prosperity. It has 
this great chance. I sometimes 
wonder if our people fully realize 
their relative blessings, particu- 
larly when-they allow themselves 
even temporarily to flirt with 
alien lures or with the phobias of 
some of our high-faluting domes- 
tic crackpots and fellow travelers 
or with the melancholy nonsense 
of such distinguished, so-called 
“Yiberals” as the top agitator of 
them all who warned us in 1945 
that we would have from six to 
eight million unemployed in 1946. 
Let me give vou an exhibit which 
points a moral to adorn this tale. 

At the last General Assembly of 
the United Nations, we had to al- 
jocate to each of the 55 member 
nations its share of the annual 
budget on the basis of relative 
capacity to pay. Experts presented 
an intensive study of the subject 
and said the United States has 
50% of the total income capacity 
of all these 55 nations. 

I fought the accuracy of this 
study as a basis for assessments. 
But | said to my Soviet colleagues 
and his satellites: “If our eco- 
momic system is so good that 5% 
of the people of the earth have 
anything like 50% of all its in- 
come capacity, then our economic 
system ought to be made manda- 
tory for all members of the United 
Nations so they can catch up with 
us.” 

That rankled for about 10 days. 
Then I got this public answer 
from my Soviet colleague: “You 
have put the wrong interpretation 
en these statistics; they do not 
testify to the superiority of your 
economic system; they simply re- 
flect the fact that not one bomb 
fell on America in World War I 
and not one bomb fell on America 
in World War II.” 

Mr. Chairman, we both were 
right. On the one hand, it is very 
necessary for us to remember 
that, despite all our tremendous 
Sacrifice and loss in the war, we 
were mercifully spared the physi- 
cal destruction which made a 
tragic shambles of countless Al- 
lied areas and we are not 
through with our war responsibil- 
ities until we have cooperated -in 
4heir recuperation. 

- On the other hand, if, even in 
the presence of these dislocations, 
the United States, with 5% of the 
earth’s population, has even 40% 
of the world’s income capacity 
(anda that ic the temporary fizure 
finally certified), our system 
of free entcrprise and free men is 
demonstrated to be the best on 


earth. We would be fools to desert 
it in any respect. It must be faith- 
fully nourished and maintained. 
And that is what the American 
people said with their ballots last 


November. And that is our Re- 
publican job. 
Now, my fellow countrymen, 


this calls, first of all, for peace 

and I mean peace at home. With 
this tremendous heritage, it is 
sheer public suicide for labor and 
capital to be ever at each other’s 
throats; and it is wanton neglect 


of the public welfare, including 
the true welfare of every man 
who toils to longer ignore the 


need for rational progress in the 
law respecting labor-management 
relationships. I hasten to say that 
the surest improvements will be 
those which flow from voluntary 
agreements and from mutual ac- 
ceptance of the axiom that in the 
long run capital and labor will 
sink or swim together. Their des- 
tiny is indivisible. 
Wants New Labor Law 

But some new law seems un- 
avoidably required — not in a 
punitive spirit of revenge because 
of recent threats to the whole na- 
tional life, but in a spirit of pru- 
dent preparadness against a repe- 
tition of evils which must end for 
the common good, including the 
good of healthy organized labor 
itself. 

I am thinking, for example, that 
strikes against the government or 
summary strikes against public 
health and safety, like any other 
civil rebellion, cannot be tolerat- 
ed; that jurisdictional strikes and 
secondary boycotts must stop; that 
unions must be made as effec- 
tively responsible for the integrity 
of contracts as are their em- 
ployers; that the new monopoly— 
power of labor leadership—must 
be tempered with greater rank- 





and-file democracy; and _ that 
violence and force must be as il- 
legal here as in every other phase 
of life under law in America. 

I would protect labor’s total 
right to free collective bargaining 
——-on a two-way, fair-play basis— 
to the last ditch. I would not 
retrogress one inch. But free, col- 
lective bargaining will be the 
more impregnable when it is rea- 
sonably mutualized and when it is 
purged of the excesses which cost 
it so heavily and so dangerously 
in popular good-will. 

I would seek for labor the high- 
est practicable wage. Our nation- 
al economy requires it. But I 
would recognize the fact that high 
wages must be accompanied by 
high production or high prices 
will continue to nullify the net 
gain and will pyramid to ruin for 
all concerned — despite reliance 
too often on fanciful, deceptive, 
self-serving statistics to the con- 
trary. ; 

I should like to hear an authen- 
tic labor voice in the United 
States saying what the seasoned 


President of the British Trade 
Union Congress recently . said: 
“We shall have to re-examine 


many union trade practices where 
they tend toward restriction on 
production.” 

“If high real wages—high_ pur- 
chasing power for workers — is 
the goal, our own leadership must 
preach the gospel of high produc- 
tion.” 

Favors Flexible Profit-Sharing 

In view that way lies. high 
wages, low prices and a minimum 
of friction. Then if you will add 
a constant study of the flexible 
“profit-sharing principle’ — de- 
spite its complications and its dif- 
ficulties—and it we may reduce 
work stoppages to a minimum, 
we may find the greatest good 
for the greatest number, and we 
can here perpetuate free enter- 
prise for free men under an eco- 
nomic system which is the envy 
of the “common man” all round 
the. globe. 

The advantage, to say nothing 








of the joy, flowing from the cur- 


rent lull in industrial strife—com- 


Ahead 


pared with 113,000,000 man-days 
of idleness from this source last 
year—is a stimulating sample of 
the universal importance of pur- 
suing these objectives to the last 
attainable degree. 

Now, Mr. Chairman, let me re- 
peat my theme. The people have 
told us with their ballots that 
they want this system nourished 
and maintained, and 
Republican job. There can be no 
doubt this means the earliest pos- 
sible termination of all war con- 
trols — with rare and temporary 
exceptions where supply lags far 
behind demand. 

It means the utmost voluntary 
restraint in pricing lest short- 
sightedness invite consumer re- 
prisals. It means the maximum 
demobilization of bureaucrats and 
overlords, It means that “red tape”’ 
must be fought as relentlessly as 
“red ink.’ It means aggressive 
social progress without State 
socialism—and nowhere has this 
possibility been better demon- 
strated, as in public health, than 
right here in Michigan. 

It means the vigilant preserva- 
tion of free competition against 
monopoly. It means a chance for 
“little business” as well as “big” 
and certainly it means sleepless 
battle against the poison of im- 
ported subversion which gnaws 
not only at our livelihoods but 
also at the very foundation tim- 
bers of the republic. 

It means also an end to waste 
and extravagance in government; 
and end to the morass of deficit 
spending; a beginning of sound 
fiscal policy which reduces ex- 
penditures, public debts and taxes 
—each in its own time and place. 
Federal Debt Needs Trimming 


The President’s budget of $3712 
billion is timid medicine. It re- 
quires major surgery. It would 


mean that in our third post-war 
year we shall be spending 38% 
of our wartime maximum. 

By contrast, in the third post- 
war year after World War I, ex- 
penditures had fallen to 19% of 
the wartime level. Further, the 
proposed $37'2 billicn expendi- 
ture compares with only $13 bil- 
lion in the last pnre-war budget 
of 1940 and is four times our 
budget in 1939. 

Such comparisons make a mock- 
ery of the President’s budget, and 
suggest a congenital hangover 
from the reckless New Deal yes- 
terdays when a dollar too often 
was just something to print in- 
stead of something to earn. 

The Republican pruning knife 
is out and sharpened. It must not 
cut, at the expense of adequate 
national defense during this crit- 
ical era when there are still great 
powers which think only in terms 
of force. It cannot cut at the ex- 
pense of our veterans. It must not 
be Shylock’s knife. 

But it can and it must cut at the 
expense of every dispensable ex- 
penditure in the vast and 
swollen Federal machine. 
hbenetits must go, first, to a rea- 


sonable reduction in the public; without a break, from start to 


debt which is a priority mortgage 
upon everything that any of us 
own or hope to own: and then it 


must go to reasonable relief for 
the hard-pressed taxpayer par- 
ticularly in the lower brackets 


where the increased costs of living 
have imposed a perticularly cruel 


burden. 
Republican 


after World War -I. 


ple’s taxes. 


the resultant revenues went up. 

Predicts Return te Sound Fiscal 
Management 

I venture the belief that 


fiscal 
time in 14 prodigal years. 





Now, Mr. Chairman, I should 





this is our | peole 
i|lentless audit of 








administration cut 
the national debt 40% in ten years 
Republican 
administration also cut the peo- 
Yes, and it is signi- 
ficantly worth remembering that 
every time the rates went down 


the 
country this year will enjoy sound 
management for the first 


fore coming to my final and most 
important theme of all. 
I should like to say that the Re- 


publicans in the Senate have in-| 


sisted upon maintaining the fa- 
mous “Truman Committee” for 
the impartial and implacable in- 
vestigation of war frauds despite 
the united opposition of our po- 
litical opponents who sought to 
detour this chastening justice into 
other hands 

It is my view that the American 
want a complete and re- 
the $400 billion 
spent in the war years; and one of 
their mandates to us is to see that 
the guilty, if such there be, shall 
not eseape the retribution 
those who took illicit toll of our 
sacrificial flesh and blood: That’s 
what jails are for. 

Portal-to-Portal Outrage 

Then I should like to say, Mr. 
Chairman that we intend to do 
something about this scandalous 
“portal-to-portal” outrage which 
violates every American concept 
against ex-post-facto laws; which 
abuses the legislative intent of 
Congress, not a man of whom re- 
motely contemplated any such 
perversion when the Wages and 
Hours Act was passed; which 
threatens the solvency of many a 
business and the jobs of its em- 
ployees—-to say nothing of the 
Treasury of the United States. 

Imagine what labor would say 
if the courts, in a reverse situa- 
tion, were to find some excuse for 
employers to go back over the 
years and recapture some of the 
wages paid upon jobs long since 
finished and forgotten. The prin- 
ciple of the thing cannot be al- 
lowed to stand if any sort of a 
stable economy is to save Amer- 
ica. 

Again, Mr. Chairman, I should 
like to say that it is the Republi- 
can purpose at this session to 
initiate studies which shall lead 
to a liberalization of coverage and 
benefits in old-age insurance on 
a pay-as-we-go basis. This in- 
volves elementary, humane and 
decent fair-play for those who are 
passing into sunset years which 
must not be poor-house years. 

I should like to say that we are 
urgently seeking ways and means 
to straighten out the housing mess. 

Aiso I have no doubt that we 
shall enthusiastically give the 
Michigan Legislature a chance to 
enthusiastically approve a con- 
stitutional amendment enthusias- 
tically limiting the Presidency to 
two terms. 

Then, Mr. Chairman, I should 
like to take this opportunity to 
make one other suggestion to the 
Legislature. I wish it might make 
it a little more dangerous for ir- 
responsible mud-slingers to rape 
the truth in our political cam- 
paigns. I speak out of personal 
experience. 

Last fall, the CIO-PAC put out 
a vicious, race-baiting circular in 
Detroit which accused me of be- 
ing a a leader against anti-poll tax 
legislation, against anti-lynching 


still} legislation, and against the FEPC 
The! —although I 


have consistently 


supported all of this legislation, 


finish. 


It. was an. unmitigated lie. 


Probably it did no harm. That is 
It was a filthy 
fraud upon the electorate. To the 


beside the point. 


credit of some CIO leaders with 


whom I have discussed the mat- 
ter, I hasten-to say they agree that 
any such bald perversion of facts 


ought to be stopped. 


I do not mean these were the 
There are plenty 
Nor would 
I for an instant curb free speech. 
Nor would .I fail to. realize that 
certain latitudes of the imagina- 
tion are a traditional part of our 
But for the sake -of 
honest elections I 
wish you ‘could find a way to put 
deliberate, self-confessed political 


only offenders. 
of others on all sides. 


campaigns. 


decency and 


libel and slander out of business, 


And now, Mr. Chairman, I come 





finally to the subject dearest to 


due | 


something which utterly trane 
scends politics. I speak of peace, 
I speak of stopping World War 
Ill before it starts. I speak with 
what I hope is justified pride in 
a record of Republican coopera< 
tion which has done its full part 
in making possible united Ameri- 
can foreign policy in pursuit of 
peace with justice in a free world 
of free men. 

If republicanism is true to itg 
best instincts this cooperation will 
continue to the last, practicable 
degree. 

“No Nation Can Defend f 
Peace Alone” 

None of us can face the facts of 
life and deny to science the gram 
and sanguinary credit for siah 
progress in the bitter arts of cruet 
mass destruction that another we 
tal war—measured perhaps in 
minutes instead of months—woald 
almost literally consume the eazth, 
Time and space and distance no 
longer matter. Pearl Harbor 
ended one era. Hiroshima began 
another. Therefore, none of us 
can face the facts of life and deny 
that no nation hereafter cam de< 
fend its peace alone. The peaceful 
nations of the world must defen@ 
their peace together. 


They must covenant in advance 
against the aggressor of tomorrow, 
In our own enlightened self-inter- 
est, we have helped to build the 
United Nations, and, for the sake 
of our own children, we must give 
it all our strength and all our 
prayers. 

I have no illusions regarding its 
sufficiency. It needs growth, im< 
provement and power. But neither 
have I any illusions regarding its 
indispensability. 

Already it has tempered many 
a situation which, under the old 
order, could have flamed into the 
raging prairie fires of conflict. It 
is the world’s “safety valve,” so 
long as it works, the world’s boil- 
ers will not blow up. So long as 
we keep controversy in the council 
chamber it will not graduate to 
battlefields. 

Under the auspices of the United 
Nations we hopefully approached 
the beginnings of world disarma~< 
ment. Our own American posi< 
tion is clear. We shall not disarm 
alone. We shall trust no example, 
We shall not repeat our mistakes 
of 25 years ago. 

We shall take no “sweetness and 
light” for granted behind the “iron 
curtain” which still blacks out 
great sectors of the earth. We do 
not intend to be at anybody’s 
mercy; nor do we intend to emas= 
culate cur authority with those 
who still think in terms of force, 
But we will joyfully match the ut< 
most limits of disarmament to 
which other great powers will go, 
if there be summary disciplines 
which guarantee against bad faith, 

I repeat, however, that this can< 
not happen in ambush or on @ 
one-way street. 

So, too, with atomic bombs. We 
monopolize the secret for yet a 
few more years. In the greatest 
exhibition of international good~ 
will since time began, we are pre- 
pared to abandon this advantage, 
if, as and when all the world is 
prepared to outlay the destructive 
use of atomic energy for keeps; if, 
as and when the renunciation is’ 
protected by totally and provable 
competent inspections and con- 
trols: if, as and when the world 
in general—arnid Soviet Russia in- 
particular—agrees -to swift and- 
conclusive punishment which shall- 
stop treachery at its source. This: 
is our price; and the “price” must: 
be paid. We shall not trust alone’ 
to fickle words. Too many words, 
as at Yalta and at Potsdam and in: 
Poland at this very hour, have 
been distorted of all pretense of* 
integrity. We ask nothing for our-- 
selves. We ask. everything for 
peace. ; oP * 

The record, Mr. Chairman, 
stands clear. We plan no conquests 
against any other power on earth. 
We are no shadow of a threat to 





any peace-loving land. We shall 


like to submit a few swift para-| my heart and to the heart of the| no longer condone or appease the 


graphs on a few other matters be- 
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maintain maximum national] de- | 
fense until aHernative reliances| 
prove their dependability. 

There are deadlines or our) 
ideals which all the world must. 
come to know we shall never 
again. desert. To this end, we must | 
always say what we mean and 
We will live 
in this world of rival. ideologies, 
af we are allowed to do so. 


Collective Security Goal 

For the sake of all these objec-| 
tives, Mr. Chairman, we must 
faithfully sustain all sound efforts, | 
both economic and political, to 
make collective security succeed 
through international cooperation, 
international law and wrecked 
and mangled world. 

Anything less would be treason 
to our own self-interest. | hope we 
shall make it plain to an earth 
which craves our moral leadership | 
that no change in American ad- 
ministrations will dilute these, 
fidelities. As an American first, 


| vitality. 


and then, as a Republican, for my- 
self, I take this pledge. 

Ladies and gentlemen of the 
convention, it has been a great 
joy for me to have been able at 


|long last to come back to home, 


sweet home with these greetings 
to my fellow citizens who have 
been so generous to me in my ab- 


'sence. I congratulate Republican- 


ism upon its reborn vigor and 
I congratulate you par- 
ticularly upon your magnificent 
sweep of victory in Michigan. I 
congratulate Republicanism upon 
its opportunities and then upon its 
destiny when we “make good.” 
Soon we shall be celebrating our 
dedication to the memory of the 
greatest of all Republicans, the 
immortal Lincoln, on the ap- 
proaching anniversary of his birth. 
If we may catch some measure of 
his spirit, of his dedication, and 
of his pattern, we can deserve the 
good opinions of mankind. God 
willing, it is our great chance. 


Bureaucracy Trend 
.\Toward Collectivism 


(Continued from page 873) 


them in 1787 by the lawyers who} 
made up the majority of the con-| 
vention which drew the Federal | 
Constitution. Of the 55 delegates | 
who attended that immortal ses- 
sion, 34 were lawyers. Ten of} 
them had been judges, and they | 
all went to Philadelphia not to 
serve the interests of groups or) 
classes, or even geographical sec- 
tions. They went there to frame 
a new government in the interests 
of all. When these men drew the 
preamble of the Federal Consti- 
tution, they were not thinking in| 
terms of special groups or of class | 
government. They were thinking | 
in terms of the people as a whole. | 
"They were thinking of justice for | 
all individuals. They were think- 
ing of domestic tranquillity, of the | 


common defense, and of the gen-| 
eral welfare. They sought to build | 
a government that would, in their 
language, “secure the blessings of | 
liberty to ourselves and to our 
posterity.” They were thinking, 
therefore, of individuals. They 
were thinking of the men, women 
and children who at that time 
constituted, and who in all the 
days to come continue to consti- 
ture, the people of this great na- 
tion. 

If we who are the lawyers of 
this generation, following in the 
footsteps of these great predeces- 
sors of ours, are to preserve the 
ideal of government which they 
cherished, we shall have to begin 
by re-dedicating ourselves to the 
great cause in which they served, 
namely, the cause of free govern- 
ment. And our first task will be 
to determine why it has come 
about in our generation that the 
principle of free government has! 
been giving away steadily to the 
principle of authoritarianism. 

I know of no nobler task to 
which the modern lawyer can 
dedicate himself than this. The 
rising tide of collectivism threat- 
ens to engulf the whole world. It. 
will engulf us here if we do not 
understand the cause and go im-| 
mediately about the task of ap- 
plying the remedy. 


Drift Toward Centralization 


Centralism in government has 
markedly increased in our time, 
not alone in the totalitarian states, 
but in countries like Great Britain 
and this, the people of which are 
still absolutely loyal to the prin- 
ciple of popular sovereignty. It 
was a British lawyer who many) 
years ago wrote a great book on 
the development of administrative 
law under the title, “The New 
Despotism,” for he recognized that 
government bureaus tend to de- 
velop arbitrary powers. The same 
theme was adopted here by a 
great American lawyer and a 
member of the House of Repre- 
sentative in his volume which he 
called, “The Wonderland of Bu- 





reaucracy.’ Both of these books 
were written long before the New 
Deal, a fact which I casually men- 
tion in order that it may be clear 
that the development of central- 
ism in the United States is not to 
be charged against any particular 
party or individual. Administra- 
tive bureaus in government, more 


|of which are being suggested even 
|'now by the members of the 80th 


Congress, like national labor 
unions, are the result of the ap- 
pearance of national and interna- 
tional business corporations. In- 
deed, it is not too much to say 
that the modern business corpo- 
ration is the most significant sin- 
gle social institution of our time. 

I speak not of the corporation 
which is managed and owned by 
the same individuals, but of the 
corporation which is owned by 
one group and managed 


ally own but a fraction of the cor- 
porate stock. Such an institution, 


in truth and in fact, is a collect- | 
ivist economic state, because it is | 


the organization of the collective 
capital and the collective labor 
of thousands, and sometimes hun- 


dreds of thousands, of individuals | 


under the leadership 


giant collectivist economic state 
of the modern world from the 
authoritarian political. economic 
state which threatens the very 
basis of human liberty. 


Growth of Business Corporation 


Public comprehension of this 
basic fact has been slowly taking 
form. As long ago as 1929, Presi- 
dent Herbert Hoover established 
a special research committee on 
social trends. The chairman of 
that committee was the distin- 
guished economist, Dr. Wesley C. 
Mitchell, under whose editorship 
a report was published during the 
closing year of President Hoover’s 
administration. 

One of the most significant 
chapters of this work was written 
by Dr. Charles E. Marion, in 
which the economic powers. of 
certain corporations were’ com- 
pared with the economic powers 
of states and cities, as measured 
by their revenues and the num- 
ber of their employees. 

This chapter showed that in 
1930 New York City, which en- 
joyed the largest gross revenues 
of any political organization in 
the country, except the Federal 
government, did not enjoy the 
revenue of the Pennsylvania Rail- 
road System, General Motors, the 
Great Atlantic and Pacific Tea 
Company or the United States 
Steel Corporation. In that year 
New York City, with 86,509 em- 
ployees, had revenues amounting 
to $611,571,000. General Motors, 
however, with 172,938 employees, 
had revenues exceeding $996,000,- 
000. The Atlantic and Pacific Tea 
Company took in more than $1,- 
000,000,000, and United States 
Steel more than $1,200,000,000. 

That was in 1930. In 12 years, 
General Motors had taken first 
place from United States Steel. 
The number of employees had in- 
creased from 172,000 to 314,000, 





by a| 
smal] group of experts who usu-| 


of expert! giants are considered in terms of 


and its revenues had jumped from 
| $996,000,000 to $2,250,000,000. 

In 1942 the State of New York 
had reached a higher rank in 
terms of revenue than the City of 
New York by about $6,000,000 
($720,306,000 for the State as 
against $714,653,000 for the City). 
Yet it was still outranked by cor- 
porate giants like General Motors, 
United States Steel, American 
Telephone and Telegraph Com- 
pany, Great Atlantic & Pacific 
Tea Co., General Electric and the 
Pennsylvania Railroad System. 

When some of these corporate 








managers who themselves are not| the number of their employees 
the owners of the property they| and the number of their stock-| 
handle. holders, it becomes apparent at| 

To say this is not to attack such! once, when the families of the| 


a corporation. To say it is not 
even to suggest that corporations 
of this character are not 
ficial. Quite to the contrary. It 
is not too much to say that the 
United Nations would have had 
difficulty in crushing Germany 
and Japan if it had not been for 


the giant American corporation.| and 
It was the industrial power, the! soverign states of this Union 
productive capacity, the genius of} practically all of our cities. 


accomplishment 
corporations that made it possible 


for us to arm ourselves and all! fore, is the foremost social insti- 


our allies. Surely that should not 
close our eyes to the fundamental 
fact that the modern industrial 


corporation is utterly and com-| this week the newspapers carried 
pletely different from the enter- | the account of the filing of a suit 
prise which is carried on by a 


man in his individual capacity 


with his individual capital and his| operating abroad for the recovery 
own individual operating skill. It| of some six million dollars on the 
difference between col-| ground that the plaintiff had suc- | 

individual | ceeded in transferring from the 
activity. Our troubles stem largely |‘corporation to the government of 
from the fact that the public does! Great Britain an obligation which 
difference | otherwise 
between the corporation which is| have had to bear for the support 
managed by its own owners and| of King Ibn Saud. That the line 
the corporation which is owned! of distinction between industrial 


is the 


lectivist activity and 


not comprehend the 


by one group and managed by an- 
other. The Jatter bears much more 
resemblance to a government op- 
eration than does the former, and 
if it is our purpose to preserve the 
system of private property, that 
is to say the capitalistic system, 
it is of the utmost importance that 
we should comprehend the nar- 
row margin which separates the 


bene- | 


employees are taken into consid-| 
eration, that they are economic 
states, sometimes with what may | 
be called an industrial population | 
of more than one million persons. | 
Every one of the so-called billion | 
dollar corporations, about thirty- 
four in number, is more wealthy | 
powerful than most of the| 


| 


corporation, which, as I said be- 


tution of our time, has become so 
great that it can match resources 
even with governments. Only 


by a citizen of the United States 
against an American oil company 





the company would) 


enterprise and political govern- 
ment is becoming vague is illus- 
trated by the story of the opera- 
tion of American oil companies 
abroad. The political hazards they 
must encounter, the tremendous 
expenditures they must make, the 
municipal services they must pro- 
vide for their employees and for 


and | 
In | 
of these giant|other words, the modern industrial | 








ithe inhabitants of the area in 


which their enterprises are car- 
ried on, are. so great that they 
frequently “pool their resources 
and enter upon joint ventures 
that- are as far beyond the ca- 
pacity of individuals to carry on 
as an airplane in the stratosphere 
is beyond the ken of the mortals 
walking upon the surface of the 
earth. 

To think of such organizations 
as though they were individuals 
is a fundamental error out of 
which stems the confusion that 
makes our age so turbulent. Al- 
though the modern industrial or- 
ganization is actually more like a 
government than it is like an in- 
dividual, we treat it as though it 
were an individual. We think of ‘it 
as having the privileges and rights 
of an individual, whereas every 
lawyer knows that a corporation 
is a creature of man, while man is 
a creature of God. No corporation 
can come into existence save by 
permission of some government. 
But man makes the government 
which makes the corporation. In 
our time the corporate creature 
has been more powerful than its 
human creature, and the failure 
of the lawyer and the politician 
has been that he has been unable 
to develop the formula by which 
the creature shall be kept in 
proper relation to its creator. 

Failure to comprehend this dis- 
tinction and to provide the rule of 
order by which the modern eco- 
nomic state shall be made, as the 
political state was made by our 
Federal Constitution, a servant of 
the people, has led directly to the 
appearance of totalitarianism. 


Arbitrary Economic and Political 
Power 


When the business and political 
leaders of Europe failed to solve 
this, the greatest question of our 
time, and the people of Europe 
were unable to support them- 
selves because they no longer had 
control of the economic instru- 
mentalities by which the modern 
world lives, they turned to central 
government for relief. They lis- 
tened to the false preaching of 
Lenin, Mussolini and Hitler, and 
gave to the political state arbi- 
trary power over themselves as 
well as over the economic system, 
with the appalling results that 
were written in the blood of 34 
million people from 1939 to 1945. 


Some of us act now as though 
World War II were like last year’s 
Army-Navy football game, a con- 
test that is over and done with. 
We seem to cherish the fond hope 
that we can revert to some vague 
“normalcy” and go on about the 
business of living without coming 
to grips with the most important 
fact of our time, namely, that we 
no longer are living in a world 
of individuals, but in a’ world of 
organizations, and that there can 
be no solution of our problem un- 
til we find a rule by which these 
economic organizations, whatever 
they are—corporations, trade as- 
sociations, labor unions, organi- 
zations of consumers, pressure 
groups of every kind—may live 
together in understanding and 
mutual helpfulness for the bene- 
fit of all the people. 

One of our mistakes has been 
the effort to proceed by way of 
punishment for abuses instead of 
encouargement of the obvious 
good that proceeds from this type 
of organization. There are abuses 
in modern industrial organization. 
There are corporate abuses and 
labor union abuses. Racketeers in 
their time have sought to use 
both types of organizations for 
narrow and small personal and 
selfish aggrandizement rather 
than for the public good. But de- 
spite these blotches upon the 
body of modern economic organi- 
zation, no one can doubt that both 
the corporation and the labor 
union have been productive of 
vast benefit to the social system. 
The modern world would be im- 
possible without these organiza- 
tions. It is just as great an error 
to destroy the labor organiza- 
tions as it would be to trv to de- 
stroy the corporate organization. 


We can not go back to the time 
when our economic life was the 
product of the capital and the la- 
bor of a few men under a system 
whereby the worker. could talk 
personally with his employer, and 
both could move on to new geo- 
graphic frontiers when thoroughly 
dissatisfied with the conditions 
they were endur_ng. The frontiers 
of this generation are in the field 
of technology anid science, the 
great blessings of which cannot 
possibly be developed for man- 
kind except through economic 
organization. It follows, therefore, 
that we have no alternative but to 
write a rule of responsibility for 
the new social institution which 
is the mark of our time, the or- 
ganization, corporate or oiherwise, 
by which groups of men act to- 
gether. If we believe, as the law- 
yers who wrote the Federal Con- 
stitution believed, that the peo- 
Ple are the source of all author- 
ity that may be exercised over 
them, then we can not possibly 
be willing to endure a condition 
by which a handful obtain the 
power to wield these modern 
agencies and the masses are com- 
pelled to endure whatever condi- 
tions may be imposed upon them. 
We must open our eyes to the 
fact that the large corporation, 
the national labor union and the 
government administrative bureau 
are all aspects of the same de- 
velopment. The large corporation 
was necessary because otherwise 
mankind could not use the great 
instruments invented by genius 
and discovered by science. The 
national labor union was neces- 
sary because otherwise the work- 
ers who could no longer negoti- 
ate with the owners of the enter- 
prises for which they labored, 
would have been unable to safe- 
guard their just interests. The 
government administrative bur- 
eau was necessary because, as the 
new economic. organizations 
spread beyond local boundaries, 
crossing mountains and rivers‘and 
spanning the whole country, it 
w3s no longer possible for local 
governing authority to regulate 
them in the public interest. 


Centralization and Collectivism 


Thus the powers of the city and 
the state have been steadily di- 
minishing, while the power of the 
central government has been 
steadily expanding. As it expands, 
collectivism s3reads from the eco- 
nomic sphere to the _ political 
sphere. We see it all around us. 
We see political collectivism 
stretching out to embrace all Eu- 
rope. We see Socialism taking 
over the government of England. 
We see great industrial enter- 
prises which we like to call pri- 
vate enterprise though they are 
in fact collectivist enterprises, 
taken over by the government af 
Great Britain. We know that of 
all the great nations of the world 
only the United States still ad- 
heres to a belief in the capitalistic 
system. If it is to survive, then: it 
follows that we in the United 
States must make it survive. That, 
I think, is the task of the lawyer; 
the lawyer whose function has al- 
ways been to make as well as to 
interpret the rule of social order. 
The lawyer fills our legislatures 
and our Congress, just as he filled 
the Constitutional Convention, 
and if the modern lawver believes 
as his predecessor believed, that 
the people are the soverign mas- 
ters, then he will undertake now 
to help save the capitalist econ- 


omy by helping to write the rule 
under which the managers of all 
modern economic organizations 
are made responsible to the peo- 
ple. 

This rule can only be written 
by the Congress of the United 
States, which in the Federal Con- 
stitution was given explicit power 
to regulate all commerce among 
the states and with foreign na- 
tions in the interests of the whole 





people for whom that Constitue 
tion was written. 











































THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, February 13, 1947 





Indirect Benefits of Service Charges to Banks 


(Continued from page 866) 


The question may be asked: 
“Would the earnings of member 
banks shrink on the average by 
4% if the service charge on de- 
posit accounts were discon- 
tinued?” The evidence suggests 
that a categorical answer can be 
given to this query, viz., the oper- 
ating income would shrink by 
much more than that percentage. 
Unquestionably the most impor- 
tant elements which bank officials 
should take into account when 
evaluating the dollar and cents 
contribution of a service charge 
plan are the indirect effects of 
such plan on the income and net 
profits of the bank. 

It is well known inhat the elimi- 
nation of service charges on de- 
posit accounts would result in a 
much larger velume of checks 
being written against existing ac- 
counts, but also that the operating 
expenses entailed in the handling 
of this extra burden would not 
rise by any proportionate amount 
due to the fixed nature of many 
of these costs. On the other hand 
the elimination of the service 
charge would automatically dis- 
pense with the costs involved in 
its administration. Setting these 
cost changes in juxtaposition in 
context is not intended to suggest, 
however, that they necessarily 
offset one another. 

It is aiso recognized that the 
elimination of the service charge 
would be accompanied by an in- 
flux of numerous small accounts. 
These deposit accounts would be 
opened by people whose financial 
means are such that they have 
been deterred from obtaining the 
advantages of a checking account 
by the relatively small financial 
burden imposed by the present 
service charges. Taking into con- 
sideration the extra cost of serv- 
icing these new accounts, the cur- 
rent difficulty in putting funds to 
work, and the extremely low in- 
terest rates now prevailing, most 
bankers would probably agree 
that these new accounts would not 
be self-sustaining. 

Would these favorable and un- 
favorable factors cancel out? The 
paucity of data on these particlar 
indirect effects make it impossible 
to give a conclusive answer. Eval- 
uating these factors as a group the 
error would seem to be on the side 
of conservatism to say that they 
approximately cancel out. It seems 
very probable that for member 
banks as a group the unfavorable 
factors predominate, i.e., the al- 
teration in costs and revenue asso- 
. ciated with these particular indi- 
rect effects would result in a net 
shrinkage in profits if the service 
charge were removed. 

But the most important indirect 
result of the service charge from 
an earnings standpoint is the ef- 
fect which the removal of the 
charge would have on the total 
volume of existing demand de- 
posit accounts. 


This statement is based upon 
the observed close connection be- 
tween the volume of a bank’s de- 
posits and the volume of its 
earning assets. The above state- 
ment is also based upon the as- 
sumption that many depositors, 
where the accounts are owned by 
individuals, rather than receive 
nothing on deposit balances would 
convert a considerable proportion 
of these balances into various 
types of earning assets other than 
time deposits. 

The service charge on deposit 
accounts provide, to a greater or 
less extent a successful deterrent 
to such an eventuality, singe by 
retaining relatively large balances 
(balances much larger than the 
price level and the volume of 
payments which it is convenient 
to pay with checks would require) 
eustomers avoid, or minimize, 


these service charges and thereby 
€arn in effect a return on these 
deposit balances. 

A withdrawal of deposits from 


| member banks at the present time 
| would force most of these banks 
| to dispose of an approximately 


| equal volume of their earning as- 





: by individuals, in the absence of 
| the service charge, would have 
risen‘ by more than 100%. 

If this assumption is accepted 


sets, since the volume of excess/ the projected figure for individu- 


reserves in the system is rela- 
tively small. During the first half 


of 1946 these excess reserves 
amounted to 
billion. 


Such a forced liquidation of as- 


non-member country banks in 
Kansas, for example, now possess 
a larger volume of excess reserves 
than they held even before the 
war. It is probable that these 
banks would meet such deposit 
withdrawals by simply drawing 
on their excess reserves. But this 
situation can be considered typical 
even for non-member banks in 
other states. 

It seems reasonable to assume 
that the shrinkage in existing de- 
mand deposits which would ac- 
company the elimination of the 
service charge would be almost 
wholly confined to those accounts 
owned by individuals. It therefore 
becomes pertinent to determine 
the volume of these accounts and 
to make some estimates of the ex- 
tent to which they would be 
withdrawn. 

The November, 1946 “Federal 
Reserve Bulletin’ reports that 
personally owned demand de- 
posits for all insured banks 
amounted to approximately $27.6 
billion as of July 31, 1946, or 
35.6% of all demand deposits of 
these banks (excluding govern- 
mental and inter-bank deposits 
and items in transit). Assuming 
the same percentage is applicable 
to member banks a figure of $21.7 
billion is obtained as the esti- 
mated personally owned demand 
deposits in these banks as of June 
29, 1946. 

What would have been the vol- 
ume of these individually owned 
demand deposits in the absence 
of the service charge? An admit- 
tedly very crude figure was ob- 
tained by the following procedure: 
(1) estimating the volume of per- 
sonally owned demand deposits 
for the most recent period pos- 
sible which was still relatively 
free from the influence of the 
service charge; (2) projecting this 
figure down to the middle of 1946; 
and (3) subtracting this latter 
figure from the estimated volume 
of such deposits in member banks 
as of June 29, 1946. 


The date selected for the first 
figure was Dec. 31, 1938, and the 
figure estimated, based upon data 
in the May, 1940 “Federal Reserve 
Bulletin,” came to $5.1 billion. 
This amounted to 25.0% of all de- 
mand deposits (excluding govern- 
mental and inter-bank and items 
in transit) in the member banks 
as of that date. 

In projecting this figure to June 
29, 1946 it was assumed that two 
factors would be controlling: in- 
come payments to individuals, and 
wholesale and retail prices. It is 
recognized that many other fac- 
tors determine the volume of de- 
mand deposits held by individuals 
including: changes in preference 
as between currency and checks 
in effecting payments, changes in 
the number and age distribution 
of the population, changes in ex- 
pectations as to income payments 
and prices, alterations in oppor- 
tuinities to invest funds, rates of 
interest prevailing, etc., but it was 
not believed that these factors 
were of a controlling nature for 
the relatively short period under 
consideration. 

In view of the fact that income 
payments to individuals (on an 
annual basis) have risen by about 
124%, wholesale prices by about 
58%, and the cost of living by ap- 
proximately 41% (Bureau of La- 
bor Statistics figures) from the 
end of 1938 to June, 1946, it did 
not seem unreasonable to con- 
clude that demand deposits held 








| sets would not, however, be com-| ‘ 
pulsory with all banks. The small! that the removal of the service 


ally owned demand deposits in 
| member banks as of June 29, 1946 


| becomes $10.2 billion, or a decrease 
approximately $1 | of $11.5 billion from the estimated 


figure of $21.7 billion as of that 
date. 

It does not follow, however, 
charge, even if it resulted in a 
drawing down of personally 
owned demand deposits by this 
amount, would cause an equal 
reduction in the volume of earn- 
ing assets. This process of with- 
drawing deposits (where the de- 
posits are not being converted 
into cash) creates excess reserves 
in the system and these could be 
used to meet a part of these with- 
drawals. If therefore, deposits 
were reduced by any such figure 
as $11.5 billion, the net decrease 
in earning assets would need to 
be only approximately $9.86 bil- 
lion (using a weighted average 
reserve ratio for the system 
of .16). 

It is also reasonable to assume 
that if banks were forced to dis- 
gorge $9.86 billion of earnings 
assets for the above reasons, they 
would dispose of their lowest 
earning assets, viz., government 
obligations. 


During the first half of 1946 
member banks earned an average 
return of 1.45% on these invest- 
ments. Sale of the above amount 
of governments would (on a six 
month basis) result in a reduction 
of operating income of $72,507,000. 
This represents 6.1% of their total 
operating income of $1,175,000,000 
reported for this period. 


In other words the estimated 
indirect loss in income due to the 
abandonment of the service charge 
would be over one and one-half 
times as great as the loss of in- 
come directly attributable to it. 
The total] estimated loss in income 
for this period, both direct and 
indirect would be approximately 
$119,507,000 or 10.1% of the oper- 
ating income of these banks. 


The effects on net profits would 
be even more salutary. Net prof- 
its of member banks in the first 
six months of 1946 were reported 
at $429,000,000. A loss of the above 
magnitude would amount to 28.0% 
of these profits. 


It may be concluded, therefore, 
using the most conservative of 
estimates, that the indirect impor- 
tance of the service charge to the 
earnings of member banks is even 
more important than the earnings 
directly attributable to it, and 
that the abandonment of service 
charges would cause a loss to the 
banks of more than one-quarter 
of their net profits. 





Ver Meulen Co. in Racine 

RACINE, WIS.—Ver Meulen & 
Co. has been formed with offices 
at 523 Main Street to engage in 
the securities business. Officers 
are John W. Ver Meulen, Presi- 
dent and Treasurer; Geneva Ver 
Meulen, Secretary; and John 
Wiechers, Vice-President. Mr. Ver 
Meulen was formerly with the 
Wisconsin Company for many 
years. 


Charles Draper Dies 

Charles Dana Draper, partner in 
the New York Stock Exchange 
firm of H,. N. Whitney, Goadby & 
Co., and a former President of the 
Association of Stock Exchange 
firms, died of a heart attack at his 
home at the age of 68. 


Cyril Helfrich Dead 


Cyril C. Helfrich, head of the 
investment firm of C. C. Helfrich 











& Co., Allentown, Pa., died at his 
home at the age of 46. 


Aftermath of the 


ta 


American-British Loan 


(Continued from page 875) 


on one side, always a somewhat;the policy of the export drive 
comic version of the proceedings from the various perils which be- 


to those 
Keynes in argument. 


But while, for the time being,‘ which has 
we are thus in a position to meet | brought 


who ever knew Lord |set it, and trust that the new ap- 


paratus of international finance 


been so laboriously 
into being since Bretton 


our bills, we should be living in|Woods will soon begin to make 


a complete fapl’s paradise if we 
thought that the situation was in 
any way satisfactory. The solid 
criticism of the loan agreement 
was not that the loan was too 
large, but that there was danger 
that it might prove too small. The 
march of events since it was con- 
cluded has done much to justify 
such fears. The exact figures of 
our current position, our present 
and probable future resources in 
hard currencies, have not been 
vouchsafed to us. But there can 
be little doubt that, notwithstand- 
ing the loan, our dollars are going 
to be very short and that we shall 
need all the effort we can muster. 
all the luck that we can hope for, 
if we are to get into equilibrium 
before our reserves have run out. 


The Adverse Factors 
Several adverse factors are re- 
sponsible for this position. The 


rise in commodity prices dimin- 
ishes the purchasing power of our 
dollars. Our external commit- 
ments are heavy. The German 
position, in particular, is a running 
drain on our scanty resources; we 





available a general flow of lend- 


‘ing to temporarily impoverished 


areas. A series of untied loans to 
the countries with which we have 
a favorable current account would 
lend powerful aid to our position. 

Beyond ail this, however, there 
are further rocks to be negotiated. 
We cannot hope for an indefinite 
prolongation of the present vac- 
uum in the international market 
for exports.. Whatever the likeli- 
hood of an immediate setback, I 
see no reason to expect prolonged 
depression in America. Public 
opinion in this country is still so 
obsessed with the recollection of 
what happened in the inter-war 
years that it has failed to realize 
that public opinion in the United 
States may also be depression- 
conscious. If there does occur a 
setback in the United States, 
whatever party is in power I 
should expect massive action to be 
taken to put it right. But we 
cannot hope forever to have the 
market to ourselves; and, if noth- 
ing has been done in the mean- 
time, there will certainly come a 
day when other countries are ex- 


are using our precious reserves|porting too and when the ob- 
not merely on our own account | stacles to world trade which have 
‘accumulated in the last 20 years, 


but on Germany’s. If it had been 
deliberately resolved 


to take measures which would in-| ther expansion. 


volve the maximum difficulty to 
this country and confront us with 


| 


anywhere | Will be a limitation on our fur- 


If this should be 
the case, then, even if we achieve 
our export target for the time be- 


the risk, either of financial crisis|ing, we may find it difficult to 
or of the curtailment of our area| Maintain later on. 


of influence, the situation which 


involves the continuation of un-| have 


The remedy for this, I should 
thought, was sufficiently 


certainty and unbalance in Ger-| plain. There is no way out by at- 
many could hardly have been bet- | tempting to create a closed bloc 


ter contrived. 


| 
| 


against the United States. We 


These things are well-known. | have neither the means to make it 
There is, however, another danger|acceptable nor the resources to 
which perhaps is less apparent.|carry on while it is in the process 
We make no contribution to the | of formation. Moreover, if it were 
solution of this problem if we sell |@ Question of creating closed blocs, 
our exports on credit or if they|it is not to be believed that the 
are paid for by drafts on existing| United States, with her almost 


sterling balances. 


When the bal-|limitless capacity to lend and to 


ance of payments is adverse, only | subsidize, would remain quiescent; 


sales against hard cash bring ad- 
vantage. To sell on credit or 


| 


and it is not pleasant to think of 
the damage to the political equi- 


against inconvertible currency for | librium of the world which might 
which we have no use, or against| follow from such econemic war- 


our own past debts, is simply to) fare. 


The men who have urged 


fritter away our export drive in| this course have given bad advice, 


ways which bring no direct ben- 
efit. We are, in effect, handing 
over to others the benefits of the 
loan which we ourselves need so 
desperately. How far this is hap- 
pening today it is not possible to 
say precisely. But it is clear from 
the trade statistics that a substan- 
tial proportion of our exports is 
going to countries with which our 
balance of payments is favorable; 
and it is by no means obvious that 
all the payment is likely to be in 
terms of money which is freely 
convertible and that none of it is 
merely the cancellation of past 
debt. 


Argentine Settlement Dangerous 


There is no easy remedy for 
this. The direction of exports to 
special areas is easier to talk about 
than to put into practice. It would 
be reassuring to learn that effec- 
tive steps were being taken to 
prevent past sterling balances be- 
ing used to pay for present ex- 
ports; the Argentinian settlement 
involved a degree of open-handed- 
ness with our scarce hard cur- 
rencies which, whatever may have 
been the justification in this spe- 
cial instanee, would be highly 
dangerous if generalized. We must 
hope that the imprudence of lend- 
ing or repaying past debts when 





we are still in external disequi- 
librium is constantly in the minds 


.of those in authority. For the rest, 


we can only work hard, safeguard 








discreditable to their understand- 
ing and dangerous to our future 
wellbeing. Surely, the clear path 
of self-interest and common sense 
is to go forward with the policy 
which the present government has 
so wisely adopted: namely, to at- 
tempt by international agreement 
to secure the acceptance of an in- 
ternational code of good behavior 
which, while it provides excep- 
tional escape clauses for those 
who, like ourselves, are in grave 
disequilibrium, provides at the 
same time for a general clearance 
which will make possible the 
emergence of a larger volume of 
world trade in the future. We 
need an apparatus which will per- 
mit to distressed areas the adop- 
tion of extraordinary safeguards, 
subject to rules which preclude 
their adoption by countries who 
do not need them. We need the 
formation of a club open to all 
who are willing to accept its ob- 
ligations, which will guarantee to 
each of its members the enjoy- 
ment of clearances freely negoti- 
ated in return for equivalent con- 
cessions. It is a reflection of the 
extent to which for the time being 
we have lost our sense of propor- 
tion that such a policy should be 
continually subject to denigration 
and belittlement. Far from being 
a hindrance to our recovery, it is, 
in fact, the main hope of our re- 
gaining once more some sort of 
long-period equilibrium. 
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Bond Prices as a Stock 
Market Forcaster 


(Continued from page 862) 


To bring us back to more re- 
cent developments, the bond mar- 
ket turned.down in February of 
last year and completely ignored 
the fact that the stock market 
kept going higher. Stocks maae 
their average top at the end of 
May, 1946. It is most significant 
that: at that time bonds had been 
in a dewn trend for four months 
and once again forecast the direc- 
tion of the stock market as the 


September-October break of 1946 | 


has passed along into history. 
Currently the bond market made 

its low in October of 1946 and 

kept steady at a slightly higher 


Date Trend of bond market 
Winter, 1902 down 
Spring, 1904 up 
Winter, 1905 down 
Spring 1208 up 
Summer, 1909 down 
Spring, 1911 up 
Fall, 1912 down 
Spring, i914 up (war) 
Spring, 1917 down 
Fall, 1918 up 
Fall, 1919 down 
Winter, 1921 up 
Fall, 1922 down 
Spring, ls26 down 
Winter, 1929 up 
Fall, 1931 down 
Summer, 1933 up 
Summer, 1937 down 


| average level throughout Novem- 
| ber. It showed a decided im- 
|provement in December and 
|closed on January 31, at its best 
prices for the month and higher 
than any time since last Septem- 
jber. This behavior indicates a re- 
| versal in the down trend of 1946 
—the beginning of a minor up 
trend which could very well be 
the beginning of another major 
up trend. 

In our opinion it has already 
progressed far enough to antici- 
pate a higher livel for security 
prices during most of 1947. 


Approximate 





Trend of stock market percent 
declined 40% 
advanced 110 
declined 47 
advanced 90 
declined 28 
steady 
declined 22 
declined 
declined 35 
advanced 50 
declined 50 
advanced 50 
declined 15 
advanced 90 
declined 59 
declined 65 
advanced 150 
declined 50 


*Market closed because of World War I. 


Digressions 


From 1902 to 1928 there seemed 
to be only one digression from 
the formula and that took place 
in 1914. This being the year of 
the outbreak of World War I, we 
may consider it an honorable ex- 
ception. 


With respect to the two com- 
plete failures, the first of which 
took place in 1928, we must re- 
sort to specious arguing and far- 
fetched reasoning to find a proper 
apology for lack of the bond mar- 
ket’s prophetic ability. The back- 
ground was as perfect as it had 
been before; the trend of bond 
prices had been up in a steady 
line from 1924 and accurately had 
forecast the rising stock market 
swing which followed. Reference 
to the chart mentioned below, dis- 
closes that the stock market had 
advanced 150% when the bond 
market turned down in January 
of 1928. Hence, one would have 
every logical reason to assume 
that (1) the bond market had 
been an accurate forecaster be- 
fore, and (2) the stock market 
had advanced so much, it cer- 
tainly was overdue for a reversal. 
What actually happened is stock 
market history. 


The stock market average 
which already had advanced from 
85 to 220 kept on going up, on up, 
through 1928 and 1929 to 380!! 
How can one rationalize this per- 
formance? When your automo- 
bile exceeds the speed limit, either 
a red light or a traffic cop may 
slow you down but when the man 
driving the car is drunk in the 
bargain—sees neither danger sig- 
nal nor traffic cop and keeps on 
going faster and faster—ultimately 
and inevitably he is bound to 
meet his destruction!! Of course 
we know that bonds were sold to 
buy stocks — that money rates 
were advancing because of the 
stock market inflation, ete —all of 
which.is no comfort for the man 
who follows automatic signals. Of 
course if he had the courage to 
stay out of the market during 
those halcyon days of 1928 and 
1929 his patience was rewarded. 

The second deception occurred 
immediately after the first one. 
The stock market had broken in 
1929, in fact it had completely col- 
lapsed; then it rallied into the 
spring of 1930 and thereafter re- 
sumed its downward trend. Bonds, 
however, after having been in a 
bear market for two years, turned 
up. in December of 1929 and con- 
tinued in a fairly steady upward 
trend into the summer of 1931. 


| going in a diametrically opposite 
direction from the stock market. 
How can we explain this behav- 
ior? One apology could be that 
the bond index in turning up- 
wards was anticipating eventual 
business improvement and that 
this business improvement actu- 
ally was on the way but the sud- 
den and unexpected collapse of 
the European economy and fail- 
ure of a number of important 
middie-European banks knocked 
the underpinning from attempts 
at United States industrial recov- 
ery. In September, 1931, the bond 
market gave up the ghost and col- 
lapsed. 


Ever since 1933, the bond mar- 
ket has resumed its previous role 
of security forecaster and to date, 
the record is once again as good 
as it was before 1928. 





Favor 20% Tax Gul as 
‘Temporary Expedient 


(Continued from page 874) 
ana taxes reduced at the same 
time, provided that “there be a 
sufficient will to reduce the Fed- 
eral spending.” 





Individual income Taxes 


In recommending changes in in- 
dividual income tax rates, the 
Committee said: 

“Various ways of granting tax 
relief are possible. Our approach 
is guided by the considerations 
which we regard as most impor- 
tant for the economy as a whole. 

“We recognize that an increase 
of personal exemptions and credits 
for dependents is a_ possible 
method. But we do not approve it, 
because: 


“1. An increase of the exemption 
by $100 would reduce the revenue, 
at 1945 tax rates, by about $1.5 bil- 
lion, and diminish the number of 
taxpayers by more than 3,000,000 
persons. 

“2. If the exemptions were in- 
creased by more than $100, the 
yield would be so greatly reduced 
as to preclude any further revision 
of the wartime income tax... 


“The income tax has become the 
major source of Federal revenue. 
As such, it should apply to a large 
number of taxpayers. Any mate- 
rial increase of the exemptions 
would. narrow it to a limited class. 

“We regard it as highly impor- 
tant to ease the income tax burden 
throghout the range of incomes.” 
The Committee stressed that a 
most important task which can 





Once again, the bond market was 


and should be undertaken now is 





a revision of the surtax rates, It 
pointed out: 


reaches 50% at $18,000. Of the 
next dollar the individual earns; 
the Treasury gets more than half. 
The bracket rates reach 68% at 
$44,000. Of the next dollar an in- 
dividual earns, the Treasury gets 
more than two-thirds and the 
earner keeps’ one-third. The 
bracket rates reach nearly 77% 
at $70,000. Of the next dollar the 
individual earns, the Treasury gets 
more than three-fourths, and the 
earner keeps less than one-fourth. 
“Taxation of this magnitude has 


definitely repressive effects upon 
incentives.” 


Recommended Tax Structure 


The Committee recommended a 
tax structure which provides: (1) 
A top rate of 50% on taxable in- 
come of $100,000 and above; (2) 
A scale of rates on incomes below 
that figure adjusted to budget re- 
quirements. The Committee said: 
“We propose to adjust the initial 
rate of this scale to the revenue 
need. Thus the smaller incomes 
would be in the forefront to bene- 
fit from expenditure reductions.” 
The Committee said that “as a 
temporary expedient, to the extent 
that the 1947-48 budget will 
permit,” a percentage reduction in 
income taxes might be made— 
“with the understanding that it 
would be supplanted by the tax 
rate adjustments made in a gen- 
eral tax revision.” 

Assuming that Federal spending 
in 1947-48 could be kept at or 
under $32 billion, the Committee 
indicated, as one possible pattern 
for tax and debt reduction: 

1. The existing tax law (if na- 
tional income stays at $165 billion) 
would bring in $37.7 billion. If 
the scheduled reduction of excise 
taxes is suspended, the receipts 
will be $38.9 billion. 

2. Hence, there will be a surplus 
of 5.7 billion—or, if the present 
excises are retained, of $6.9 billion. 

3. A 20% reduction of indivi- 
dual income taxes would diminish 
revenues by about $3.3 billion. 

4. Thus, there would be avail- 
able for debt repayment a surplus 
ranging from $2.4 billion to $3.6 
billion. 

Concerning corporation taxes, 
the Committee said: 


Corporate Income Taxes 


“The present tax rate on cor- 

poration income is far above any 
rate imposed prior to the second 
Worid War. This is equally true, 
of course, of the taxes on indivi- 
dual incomes. We believe that 
there is good reason for seeking 
lower taxes on both corporate and 
individual incomes. However, with 
the budget at a high level, it is not 
possible to proceed simultaneously 
with a downward revision of both 
corporate and individual income 
taxes. Our reasons for giving the 
individual income tax the prece- 
dence have been given. 
“We are convinced, however, 
that after there has been reason- 
able and substantial tax relief 
provided for individuals, similar 
treatment should be accorded to 
the corporate taxpayers. This is 
particularly important in the case 
of new corporations, and of rapid- 
ly growing companies.” 


On the reduction of excise tax 
rates, originally scheduled to be- 
come effective next July 1, the 
Committee advised caution —or 
“such additions and amendments 
to the excise system as would at 
least cover the loss occasioned by 
the rate reductions.” The Commi- 
tee explained: 


“Excises afford greater revenue 
stability than do the income taxes. 
There must be some such offset to 
the drop in income tax receipts 
which is certain to occur with any 
slackening of business activity. 

“Without setting a precise quota, 
we believe that the excises should 
produce a revenue yield of the 
general magnitude of one-quarter 
of the total tax revenues.” | 





Members of the Committee on 


“The present surtax bracket rate | 


Mr. Magill, are: Walter A. Cooper, 
certified public accountant and 
member of the U. S. Treasury’s 
advisory committee on corporate 
income taxes; Fred R. Fairchild, 
Knox Professor of Economics, 
Yale University; Rowland R. 
Hughes, comptroller of the Nation- 
al City Bank of New York; and 
Thomas N. Tarleau, member of 
New York Bar and former Tax 


| Legislative Counsel of the U. S. 
Treasury. 

The background work in pre- 
paring the Committee report was 
done by a research staff under di- 
rection of Dr. Harley L. Lutz, 
Professor of Public Finance; 
Princeton University, who served 
as director of research on the pro- 
ject, and Alfred Parker who was 
associate director. 








dollar, but allowing for this, in- 
creases of 126% are out of line. 

The only problem of merchan- 
disers during the War years and 
during 1946 was the problem of 
getting goods. During the year 
1945, Sears, Roebuck & Co. re- 
turned to its catalog customers 
$115,000,000 in cash, and in 1946 
$250,000,000 in cash, for orders 
that we could not fill. In the 
catalog business, we have an exact 
record, but the figures quoted, do 
not include the business we lost 
in our 600 retail stores, because 
we have no record in these stores. 
Supply is now beginning to catch 
up with demand, and by the end 
of 1947 I believe that supplies will 
be adequate in most lines. 

The War has brought large 
shifts in population—it has also 
brought many shifts in consumer 
buying. The shortage of labor and 
high wages have tended to me- 
chanize the farm, the factory, the 
home and the kitchen on a scale 
hitherto unknown. Millions of city 
boys, serving in camps all over the 
country during their army days, 
have acquired a taste for travel, 
for outdoor sports. The recreation 
business (speaking in the broad 
sense) has a great future. 


As an example of trends, take 
washing machines. Relatively few 
were sold in Southern cities prior 
to the war—-the Southern woman, 
in both city and country, depended 
on colored women whose charges 
for laundry were very low. Since 
the War, this source of help has 
disappeared, the charges have 
sky-rocketed and there is a frantic 
demand for washing machines 
from householders in every city of 
the South. 


Effect of Population Growth 


In the various business analysis 
that I have read, I do not believe 
enough stress has been laid on the 
factor of population growth and 
its very great effect on business. 

In the period, 1930 to 1940, the 
population of the United States 
increased at the slowest rate, per- 
centagewise, in the entire history 
of the nation, and showed the 
slowest absolute increase in 50 
years. In the six years, 1940 to 
1946, the population growth was 
greater than in the whole period 
1930 to 1940, and in the year 1946, 
we had the largest population 
growth in our history, an increase 
of 2,000,000 people. If our present 
birth rate continues at anything 
like the present rate, our popula- 
tion growth between 1940 and 1950 
will amount to from 15,000,000 to 
17,000,000 people. Picture what 
this means in terms of food, cloth- 
ing and housing. Such an increase 
means that by 1950 our so-called 
farm problem will largely cease to 
exist, that instead of over-produc- 
tion, we will have to increase our 
factories, our machines and facili- 
ties of every kind. 

To my mind, the greatest of the 
many fallacies enunciated in the 
1930’s by the New Deal was—that 
this country is a finished country, 
that there were no longer any 
frontiers—any new opportunities. 
This is still a young country, 
everywhere there are opportuni- 
ties. To. take care of this immense 
expanding population, to provide 
the tools for a high standard of 
living for our workers, will re- 
quire immense amounts of capital 





for the next ten years, which must 
come from the savings of the peo- 
ple, and the reinvested profits of 
business. If our system of free 


Postwar Tax Policy, in addition to enterprise is permitted to function, 


Problems of Distribution in 1947 


(Continued from page 867) 


| we shall have little unemploy- 
ment, large production, large re- 
tail sales for a number of years. 
And all we need right now is a 
half-way efficent government, and 
some degree of co-operation be< 
tween labor and capital—I believe 
both will come. 


Importance of Keinvested Capital 

If the masses of this country 
really understood the functioning 
of the free enterprise system, they 
would regard profits as desirable 
and not as immoral. The larger 
part of the tools and equipment 
needed to provide a better standard 
of living must come from rein- 
vested capital. On the other hand, 
business men must learn that too 
large a part of profits must not go 
into dividends, but must be rein- 
vested in the building up of their 
business and their country. English 
capital made this mistake and the 
results show in the general ob- 
solescence of British industry. 
While profits are essential to the 
existence of a business, a corpora- 
tion or an individiual must look 
after the welfare of employes and 
the welfare of the community in 
which his business is located. A 
corporation must make profits, 
but it must also be a good em- 
ployer and a good citizen. 

It was my privilege during the 
War to take five different foreign 
trips, two of them complete 
circuits of the globe, altogether 
200,000 miles by air. I visited each 
one of the five continents, and 
every theatre of War. 

On my return from each trip I 
was filled with renewed confi- 
dence in my own country. Nohere 
in the world is there anything like 
our Mississippi Valley and Great 
Lakes Region, with over 1,000,000 
square miles of good soil, tem- 
perate climate and ample rainfall, 
with ample mineral resources, in- 
habited by an intelligent people, 
with standards of living and 
education far above that of any 
other people in the world. 

Australia has almost exactly the 
same area as the _ continental 
United States, approximately 3,- 
000,000 square miles. One-third of 
that area has less than 10 inches 
of rainfall, another third, has 10 
to 20 inches of rainfall, about the 
same as our so-called dust bowl. 
The other third has the normal 
rainfall of the Temperate Zone but 
very little good soil. That country * 
now has 7,000,000 to 8,000,000 peo- 
ple; the best authorities doubt 
whether it can ever support over 
25,000,000 people. 

I compared foreign factories 
with onr own and saw how su- 
perior our machines, workmen and 
management, our know-how, were ° 
to theirs. The truth is, that no 
other nation in the world except 
Germany understood mass produc- 
tion and mass distribution, and 
Germany had a mere fraction of 
our resources. The productivity of 
American industry really won 
World War II. 

God has given us the most 
wonderful country in the world. 
I have an abiding faith in the fu- 
ture of this country I cannot un- 
derstand how any man of intelli- 
gence can fail to have this faith. 
We may have our ups and downs, 
Wwe can see many uncertain times 
ahead of us, but if we renew our 
faith, do our part in the building 
of this great country, and in mak- 
ing it a better country, we will 
see it go to further heights, and 
we will be rewarded materially 
and spiritually. 
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Swedish Theory of Unused Resources 


(Continued from page 869) 
put it very crudely, part of that 
investment will be financed not 
out of savings but out of new 
purchas:ng power. Thus, the total 
demand might increase if “in- 
vestment exceeds savings.” Wick- 
sell stressed very emphatically 
what Keynes later on discovered, 
that decisions to save are made 
by quite different people from 
those who make the decisions to 
invest, and therefore there is no 
obvious reason why they should 


happen to decide to invest and} 


save the same amounts. 


It is true that we have a rate! 


of interest, but it was easy to) 
do people plan to increase their | 


show that the rate of interest can- 
net be relied upon to equalize 
savings and investments. And so 
Wicksell came to concentrate on 
this question of what happens 
when savings differ from invest- 
ments. 


To explain that, one needs, of 
course, an account of a time-using 
process, and Wicksell therefore 
developed his now well-known 
“cumulative process of inflation.” 
His pupil, Professor Lindahl, com- 
pleted and revised Wicksell’s work 
and directed attention to the 
changes in the demand for con- 
sumer goods which, to a certain 
extent, dropped out of the focus 
of attention in Wicksell’s analysis. 
Lindahl analyzed already before 
the depression the effects of vari- 
ous kinds of economic policies cn | 
the aggregate demand and thereby | 
On consumers’ purchases, and in- | 
directly on investment. 

Then, in 1931, the Swedish Un- | 
employment Commission asked a} 
number of economists to write re- 
ports on what would happen if | 
different kinds of economic policy | 
were used against unemployment. | 
These reports were published in| 
the years from 1933 to 1935. | 


Method of Analysis | 
In dealing with these problems | 
we soon found that there were 
certain theoretical problems that 
had to be cleared up. Obviously | 
you can expand output and in- 
vestment in a depression even 
though savings are very small. 
Well, how can you invest more if| 
savings are small? Where do the 
Savings come from? What is meant 
by saying that investment exceeds 
savings? After all, you eannot get 
capital goods. out of nothing. You 
cannot make machines with bank- 
notes. Where do the savings come 
from? 


The solution of this problem 
was found through an analysis of 
the Wicksellian cumulative proc- 
ess where one used Professor 
Myrdal’s convenient distinction 
between forward-looking and 
backward - looking, between an 
analysis ex ante —looking for- 
ward — and ex-post — looking 
backward—when you are looking 
towards a period that is going to 
begin in the future or is just be- 
ginning, and when you look back 
upon a period that is finished. 

It was soon found that it was 
mecessary to use a period anaiysis, 
because to explain a cumulative 
process you have first to register 

events; you can date the 
events conveniently by saying this 
happened in that period and that 
happened in another period. So 
you have to have some kind of 
bookkeeping. You must keep track 
of the sequence of events if you 
are to explain them. You also 
have to consider the time lags be- 
tween certain reactions, At the 
end of a certain period, you can 
see what has happened during 
that period; you can summarize 
it; you can close the accounts, so 
to ‘speak; you can see what the 
incomes have been, what invest- 
ments have been made, what the 
volume of saving has been. 


Analyzing Expectations and Plans 

But that, of course, is no ex- 
planation. An explanation must 
run in terms of factors that gov- 
ern actions; and actions all refer 
to the future. Therefore, one must 


‘analyze expectations and plans 
tor the future, which are the basis 
of action. 

These expectations and plans 
are to some extent based on ex- 
perience of what has happened 
during earlier periods, but as a 
rule, they do not seem to be re- 


lated to experience in a mechani- | 


cal way. There are, it is true, con- 
tracts, and there is the supply of 
productive resources — factories, 
machinery, 
over from the earlier periods. To 
that extent there are more formal 
connections, 
psychological connections of a 
| different type. For instance, why 


_purchases of consumer goods in 
/one period over and above what 
| they bought in the earlier period? 
| Possibly because they expect 
| larger incomes. Why do they plan 
to increase investment? Well, 
usually because they judge fu- 
_ture profit chances more optimis- 
| tically than formerly. 

Evidently in this forward-look- 
ing analysis, we have the same 
| total categories and concepts as 
in a backward-looking analysis. 
| We have realized incomes and ex- 
pected incomes. We have planned 
investment, planned savings and 
so on, just as we have realized 
income and realized savings in 
the backward-looking analysis. 

It seems inevitable that a com- 
bination of the ex post and the 
ex ante analysis is necessary. We 
have to register the events dur- 


‘ing a ceriain period and then 


compare what has happened dur- 
ing that period with what people 


'expected should happen during 


that period and then to study how 
the new expectations and plans 
are formed on the basis of this 
experience of the earlier discrep- 
ancies and on the basis of outside 
events. 


Savings, Investment and Income 


I shall not take time here to 
go into somewhat subtle questions 
of definitions of the basic con- 
cepts. Let me say only one thing, 
that when we look backward as 
to what has happened during a 
period, it seems most practical to 
define income in such a way that 
the volume of savings is equal to 
the volume of investment. I think 
this is a matter of convenience. 
Many people have preferred an- 
other definition, but to me one 
consideration always seems de- 
cisive. If I ask about a period that 
is finished, where did all the new 
real capital, the new buildings, 
machines, etc., come from that 
have been created, it seems to 
me natural to say: they have all 


been produced they have been 
part of income; they have not 


still there. So they correspond to 
a part of income which has been 
saved. 


Therefore the most natural 
thing is to define these concepts 
so that when you look backwards, 
savings agree with investment. 
On the other hand, planned sav- 
ings and planned investment need 
not, of course, be equal. 


more goods than people plan to 
sell, then the plans cannot be 
realized. For a purchase is also a 
sale. Behind this whole intricate 
discussion of planned savings and 
planned 
seems to lie this simple thing. 


When the sum of all planned pur- 
chases differs from the sum of all 
planned sales, then you have this 
kind of discrepancy which has 
been more commonly expressed 
by saying that planned savings 
differ from planned investments. 

After this brief indication of the 
character of the theoretical rea- 
soning, let us return to the ques- 
tion: Where does the capital come 
fram when investment is increased 
in @ period of recovery? 





etc.—that is brought | 


but there are also) 


been produced, and as they have)| 


been consumed, because they are | 


If all | 
people just together plan to buy | 


investment, and so on, | 


| Planned Savings and Investment 


Let us assume that investment 
is stepped up but that nobody 
|plans to increase savings—so far. 
|What will happen? Well, the to- 
tal sales will rise; more goods will 
be produced; wage earnings will 
rise also, even though wage rates 
may be assumed to be constant, 
to begin with. Wage earners will 
save more money or will consume 
less of their earlier savings. So. 
‘long as they are unemployed they 
loften live on credit or consume | 
earlier savings; that is a negative 
item in the current savings ac- 
count. 

Evidently, the aggregate savings 
of wage earners will be increased. 
Furthermore, producers making 
unexpectedly large profits will, 
save more than they had expected 
to save. At the end of a certain 
period, one will find that income 
has exceeded expected income and 
that savings have exceeded 
planned savings. But this is not 
the only force that — in a case 
where planned investment exceeds 
planned savings—makes for agree- 
ment between savings and invest- 
ment, because one will often find 
that the total volume of new in- 
vestment will have fallen short) 
of what people planned. Commod- 
ity stocks will have been reduced, 
land this is an unintentional dis- 
investment, a negative investment 
through the reduction of commod- 
ity stocks. So even though people 
may have built the houses and the 
machinery and so on that they 
planned to build, yet the total ad- 
dition to real capital will be found 
to have been smaller than people 
expected. The agreement between 
realized investment and realized 
savings has been brought about in 
that way too. 

Many people may feel that all 
this talk—in quantitatively pre-| 
cise terms—of planned savings, 
and planned investment and so on) 
is rather artificial. That may be} 
so, but may I ask you to consider, | 
for instance, the Marshallian sup- 
ply and demand curves. I suppose 
all of us have been brought up 
on that analysis, and few of us| 
could do without it in economic 
analysis. But have you stopped to 
think that the Marshailian de- 
mand curves assume that we know 
precisely how much butter we 
would buy if the price were so 
high or so high or so high. If we 
asked ourselves how much we 
would buy, we probably would) 
not say it. But we have to assume 
a certain quantitative precision in 
these alternative consumers’ re-| 
jactions. I do not think that the. 
iviolence towards reality that is| 
done, neither in that case nor in| 
the case I have mentioned before, 
is doing much harm. 





Processes of Expansion 
| and Contraction 


| What we are driving at in this 
|analysis of processes of expansion | 
and contraction is really rather 
simple. Let us put it this way: 
|\If total purchases are increased 
from one period to another, then | 
|an expansion is caused. The vol- 
ume of goods sold goes up, or 
|prices, or both. Now, purchases 
_are either made for consumption 
or for investment. What makes 
consumers’ demand rise? Either a 
decision to save less or an expec- 
tation of higher incomes. If peo- 
|ple expect higher incomes they 
may buy more consumer goods, 
even though they do not decide 
to save less. 

Obviously, if a fall in invest- 
ment demand, which depends on 
profit expectations, does not off- 
set the rise in the demand for 
consumption, then there will be an 
increase in the aggregate demand. 

Similarly, if a decision to save 
less and consume more is not off- 
set by a decision to invest less, 
then there is an increase in the 
aggregate demand. One can call 





it that planned investment ex- 
ceeds planned savings, but one can 





a 
also express it in the way I have | 


just done, which is perhaps more 
straightforward. 

When you talk about planned 
saving and planned investment, 
you are apt to leave out of account 
the possibiiity that people may 
expect higher incomes and there- 
fore may buy more goods for con- 
sumption, even if they do not de- 
cide to save less. If so, there will 
be a process of expansion, even 
if planned saving equals planned 
investment—which is quite pos- 
sible. You may ask: Why should 
people expect higher incomes in 
a certain period than they have 
during the earlier period. Many 
causes. are possible. The most ob- 
vious is that wage rates may have 
been increased on Jan. 1, and 
therefore people expect higher in- 
comes during the following months 
and may start buying more al- 
ready in the first week of Janu- 
ary. Or business men, who close 
their accounts, may have found 
that they made more money in 
December or in the last quarter of 
the year than they expected, and 
as business is rising they may also 
expect that they will make still 
larger profits in the coming vear 
and may feel that they can afford 
to buy fur coats for their wives, 
or something of that sort, without 
any reduction of their savings. 

So it is not at all an unrealistic 
assumption that people expect 
higher incomes and therefore buy 
more, even though they do not 
plan to save less. As I said, this is 
all rather simple, at least to minds 
that have not been misled by too 
much study of monetary theory. 

I have had several discussions 
about these problems with work- 
ers’ educational groups in Sweden, 
and I have found that all this 
seems relatively simple to them. 
To the students in the College of 
Business, it seems a much more 
complicated thing. 


Variation of Consumption 
and Investment 


The essence of the matter is this: 
how do consumption purchases 
and investment purchases vary 
from one period to another? In 
order to explain that, you must 
study plans and expectations and 
their relations to what has actu- 
ally happened in the earlier pe- 
riod. 


I mentioned that in order to be 
able to describe and explain an 
investment, it is necessary to take 
into account the speed of the re- 
actions, because the _ reactions 
often go in different directions, 
and the outcome depends on what 
happens first. Let us assume, for 
instance, that the house rents will 
be increased 10%—something I 
am told might conceivably happen 
in this country. Now, how quickly 
will house owners increase their 
purchases if rents are increased? 
And how quickly will the people 
who pay the higher rents reduce 
their purchases of consumption 
goods? Secondly, to what extent 
will the latter people reduce their 
savings, and to what extent will 
the house owners increase their 
savings? 

I think that the effect on the 
total price level will depend on 
this relative rise and speed of the 
reactions. If house owners are 
very quick to step up their de- 
mands while other people are re- 
luctant to reduce their purchases, 
the outcome may be that other 
commodities may go up in price 
so that the average price level 
has been increased, not only be- 
cause rents have become higher, 
but also because other goods have 
gone up. But if house owners are 
slow in their reactions while 
other consumers quickly reduce 
their demand, then the outcome 
will be a tendency towards a fall 
in the prices of other goods, which 
may, to some extent, offset the 
increase in the house rents. 

Let us take another case. If the 
wheat crop promises to be large, 
the price of wheat may fall, even 
before the crop comes on the mar- 
kets. Prices may fall so much that 
farmers expect lower incomes and 





reduce their purchases. It may be 
that the price of wheat flour and 
bread has not been reduced as 
yct. Sometimes the bakers are not 
so quick in reducing the prices of 
bread that the consumers get the 
benefit of that at once. So it may 
be that there will for some time 
be no increase in the purchases 
of consumers’ goods at large, but 
there will be a reduction in de- 
mand of purchases by the farmers. 


Strength of Reactions 


It all comes to this: When do 
the different reactions come, and 
which is the s:rongest one? 

If industries producing farm 
machinery feel a certain drop in 
the demand for farm machinery, 
they may reduce their demand 
for investment, and therefore in- 
vestment demand may decline and 
cause some unemployment. 


What wil! be the effect of an 
increase in savings in a balanced 
economic ‘situation, for instance, 
of a decision to put more money 
in the banks? Well, the orthodox 
theory had it this way: The rate 
of interest will fall, and invest- 
ment will grow. More recently, 
most economists have felt that if 
planned savings grow, which 
means that a decline takes place 
in the demand for consumers’ 
goods, then — other things being 
equal—losses will be caused; busi- 
ness men will sell less consumers’ 
goods and have more goods on 
their shelves: they will therefore 
need more credit to finance their 
business; and will go to the banks 
and get just es much new credit 
as corresponds to the money ordi- 
nary people have put into the 
banks. There will be no increase 
of cash in the banks; there will 
be jJittle or no reason for changing 
the interest rates or the current 
policy on the part of the banks. 
So the net effect will be a ten- 
dency towards a depression or a 
recession and the volume of in- 
vestment will fall. 


Speed of Reactions 


However, I do not think that 
either of these two explanations 
can be generally correct. As a 
matter of fact, I think everything 
depends on the speed of the re- 
actions. If the rate of interest 
should fall at once, then invest- 
ments may rise, and if people who 
save money put it in savings ac- 
counts, and if the businessmen 
who borrow from the banks* draw 
on their cheque accounts, it is 
quite possible that the monetary 
authorities, watching the develop- 
ment in the banks, will draw such 
conclusion that the rates of in- 
terest are lowered. If that is so, 
then there may be a rise in in- 
vestment, and that may compen- 
sate for the decline in consumers’ 
demand. Or bankers, even without 
any change in the rate of interest, 
seeing that the deposits in savings 
accounts grow, may feel that the: 
are in a position to lend more 
money for certain investment pro- 
jects, where they earlier have 
been rather reluctant to do so. 
That will bring about an increase 
in investment. 


If that is so, there need be no 
fall in the aggregate demand. [ 
must add, however, that on the 
whole I think that the more re- 
cent explanation will in most 
cases be the most correct one. I 
do not think that as a rule there 
will be any sufficiently quick in- 
crease in the credit granted. But 
there might be, and therefore no 
general explanation here is quite 
correct. 


In economic discussions one is 
often tempted to quote from a dis- 
cussion of the Ecdnomic Club in 
London. Someone was making 
rather bold and brief and deter- 
mined statements, and old Alfred 
Marshall got somewhat impatient 
with the speaker, who was so cer- 
tain about everything. After a 
more than usually emphatic and 
annoying remark, Marshall called 


out from one of the benches, “AlI 
cho~* -totements are wrong.” But 
then there was another man, also 
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in the audience, who said, “Is that 
one: 


Effect of Interest Rates 


What I just said about savings | 


brings me into the question of the 
wate of tmterest. The basic as- 
sumption that we used for 
analysis of unused resources in 
Sweden in the 30s was a simple 
one, namely, that the rate of in- 
terest can be arbitrarily fixed by 
the monetary authorities. I think 
that, given certain conditions with 
wegard to the foreign exchange 
position, that is, on the whole, a 
ecorrect assumption 

_ Why cen the monetary authori- 
ries fix the rate of interest at will? 
Because interest rates depend on 
tthe supply of and demand for 
‘credit, and the monetary authori- 
ties can increase or reduce the 
supply of credit. (They may also 
influence demand, but that is less 
«ertain.) A change in savings does 
mot lead directly to a change in 
tthe supply of credit. Does this 
wmean that the rate of interest has 
mo relation to the volume of sav- 
ings? Of course not, but the con- 
mection between the rate of inter- 
‘est and the willingness to save is 
“an indirect one. 

Let us assume a stable economic 
‘Situation with certain income ex- 
wpectations and certain plans to 
econsume and save. 


termine the volume of planned 
unvestment. If the rate of interest 
“s considerably reduced, then in- 
‘vestment purchases will grow, 
production will expand or prices 
~will rise or commodity stocks will 
toe reduced, or two or three of 
these things will happen. Incomes 
‘will be increased above expected 
incomes, savings will exceed plan- 
med savings, and investments will 
ediffer from planned investments 
un such a way that realized sav- 
“ings and investments are made 
eequal. Obviously, other things 
toeing equal, it is the height of the 


«ate of interest that governs the) 


<economic development, because it 
mnfluences the volume of invest- 


ment and thereby the aggregate | 


edemand. 

If a certain economic develop- 
smnent is called ‘“‘normal’’—for in- 
‘stance, if we call a stable retail 
wrice level normal—then there is 
“a certain rate of interest or level 
cof interest rates or perhaps sev- 


“eral combinations of interest rates | 


—or possibly none — that corre- 
‘spond to this normal economic de- 
‘velopment. If we had higher in- 
tlerest levels, you would get less 
jinvestment, and you would get a 
*tendency towards recession. 
Inad a much lower interest level, 
you would get a tendency towards 
€2xpansion. 

But if people increased their 
‘willingness to save, then a greater 
wolume of investment and a lower 
reate of interest is compatible with 
the normal economic development, 
for instance, a stable: price level. 


On the other hand, if people re- | 


ecduced their willingness to save,.a 
iower volume of investment would 
be compatible with: this normal 
economic development. 


Thus, the central idea in ortho- 


dox theory, that savings and in-| 


vestment govern interest rates, 
seems to me to be essentially true. 
But the connection between in- 
terest rates and savings and in- 
westment is not that of a market 


‘where you have two Marshallian | amples, of countries 


«curves of savings and investment. | 


‘There is no market for savings; 


or several markets for credit. The 
connection between savings and 
investment on the one hand and 


the rate of interest on the other | 


hand is an indirect one and goes 
via the influence of the rate of 
interest on the volume of invest- 
ment. 


I shall come back to this ques- 
tion again at my next talk, b=cause 
this is one point that I feel has 
been _ oversimplified by the 
Keynesian theory. 

It is of course very arbitrary to 
call any special economic develop- 


an | 


f you | 


'a small role 
_whether people have more or less 
| money. 


ment normal, and therefore it is 
always arbitrary what rate of in- 
terest you call normal. You do not 
get any specific “equilibrium rate 
of interest.” 
equilibrium-like than you have in 
the whole economic development! 
If one looks upon this theoret- 
|ical reasoning as an amplification 
of the business cycle theory in the 
1920's, I cannot find that it is in 
any way revolutionary or startling. 
It puts in more precise terms, per- 
haps, a commonsense view about 
investment going up in a recovery, 
that the interest rates depend on 
savings and investment, and so on. 
That the volume of investment 
activity has a central role in busi- 
ness fluctuations has been stressed 
in practically every study of busi- 
ness cycles. That you can improve 


business conditions through pub-| 


lic works, etc., has also long been 
‘common ‘knowledge. The only 
thing that is done with this Swed- 
ish theory is to put it in more 
| precise terms. Yet, I think, I have 
to say that it is the opinion among 
|the Swedish economists that this 
theory — published in 1933-35 — 
;covers about the same field as 
Keynes’ general theory, which has 
| been regarded in many quarters 
las being quite revolutionary. I 
shall come back to this discrep- 
ancy in my next lecture. 


20r Then the ex- | 
asting rate of interest, given cer- | 
tain profit expectations, will de- | 


Supply of Money Factors 


There is, however, a consider- 
able difference between this 
| Swedish apprceach—which, by the 
| way, is in many ways similar to 
\the one used already in the 1920's 
by Hawtry and D. H. Robertson— 
/and orthodox “theory,” i.e., the old 
|quantity theory of money. I think 
‘one can distinguish between the 
|two approaches to monetary the- 
‘ory. You can study the move- 
‘ments of the money units. How 
fast do the money units move? 
What is their velocity? What hap- 
pens to the quantity of money? 
What is the construction of the 
banking system which affects the 
velocity of money, and so on? That 
‘is the one method where you 
‘hang yourself onto the money 
units” and follow them and see 
what happens. That is the quan- 
tity theory approach. 

The other method starts with 
the observation that everything 
depends on the actions of individ- 
uals, business men and consumers. 
|Do their income and profit ex- 
pectations change? Do they decide 
to vary their purchases for con- 
sumption and investment? What 
|is the time lag between this and 
|that event? The speed of the psy- 
chological reactions has very little 
,connection with any speed in the 
movement of the money units. 
Changes in the quantity and ve- 
locity of monev, therefore, are 
relatively uninteresting for a 


|study of the processes of expan- 


sion or contraction, except in one 

}respect, namely, with regard to 
itheir influence on the rate of in- 
terest and the willingness of the 
banks to lend. 


I think one could concentrate 


| most of what is important in the 


study of the banking mechanism 


‘on that very question—How is the 


rate of interest and credit policy 
affected? Otherwise, it plays only 
in most situations, 


The economic history of the last 
two decades gives numerous ex- 
where the 
quantity of money has been much 


: >>| increased. It does not seem to have 
there is only a market for credit, | 


had any other influence than that 
it has gone together with a certain 
drop in the rate of interest—and 
that is important, of course, if 
that has happened. One can find 
other periods of, say, three to four 
years, when the quantity of money 
has been increased by 50% and 
you have not had even a fall in 
the long-term rate of interest. 
Whether people have a little more 
or less cash or more money in 
|check accounts and less in savings 


accounts—or vice versa—does not) 


as a rule much affect their deci- 
‘sions as to consumption and in- 


You get nothing more’! 


vestment. For instance, if the 
State, to finance a certain ex- 
penditure, should borrow from the 
‘central bank instead of from the 
money market, this will influence 
the quantity of money in circula- 
tion. But unless it changes rates 
of interest and credit conditions, it 
will not, I think, as a rule affect 
the volume of purchases. These 
purchases depend chiefly on in- 
come expectations and profit ex- 
pectations, and the public does not 
vary its opinion in these respects 
'because there is a change in the 
quantity of money. 


It is true that purchases depend 
on the willingness to buy and the 
ability to buy. Unless you can get 
credit, you have to have cash. 





| Cash and credit conditions, there- 


fore, set a limit for purchases for 
any one individual during a cer- 
tain period; but inside those limits 
{fixed by cash and credit condi- 
tions, how much you buy depends 
on your willingness to buy which 
is governed by your income ex- 
pectations, etc. It will be found, I 
think, that in most cases it is the 
willingness to buy that is the de- 
cisive factor, because few people 
buy to the very limit of what they 
could buy. The important thing 
is how they vary their purchases 
within the limits of what they 
could buy, and that has nothing 
or very little to do with the quan- 
tity of money. 

It is not, hence, the speed with 
which the money transfers are 
made from one person to another, 
increasing the cash of the latter, 
but rather the speed of the psycho- 
logical reactions with regard to 
inceme and profit expectations 
that is the governing factor. 


Wage Changes and Employment 


I turn now to another subject. 
It would carry me too far if I 
were to attempt to present an 
analysis of the relation between 
wage chunges and the volume of 
employment as developed in the 
Swedish studies in the early ’30s. 
But the central idea is quite 
simple. 

The volume of employment is 
@€qual to the sums paid out in 
wages divided by the average 
earnings per worker. That is a 
truism. If you want to increase 
employment you must either in- 
crease the demand for labor in 
terms of money or reduce wage 
rates, or both. Changes in these 
two factors are not independent 
of one another. An increase in 
the total demand for goods and 
services — and therefore, indi- 
rectly, for labor—will, as a rule, 
increase employment; for it is un- 
likely that it will cause a propor- 
tional or more than proportional 
rise in wage rates. Similarly with 
wage reductions. They will al- 
most always affect the total sums 
spent for purchases of goods and 
services, which are indirectly de- 
mand for labor. 


Wages in the Economic System 


Wages enter both as costs and as 
incomes in the economic system. 
Through a wage reduction, say, by 
$100,000,000, you reduce costs by 
$100,000,000. But you reduce 
workers’ demand perhaps’ by 
$100,600.900. (Let us, to begin 
with, disregard savings.) Then 
—if prices follow costs—people 
will be able to buy the same 
quantity of goods and there will 
be no change in employment. 

Much depends, of course, on 
how wage changes affect savings 
on the one hand and profit ex- 
pectations on the other hand. If 
a decline in wages should lead to 
a rise investment, that is not much 
smaller than the fall in consum- 
ers’ demand, then employment 
will probably rise also. For prices 
will almost certainly fall some- 
what. It is impossible, however, 
to generalize. The reaction of in- 
vestment will depend on the spe- 
cial conditions which exist when 
the wage alteration is made. If 
people are made to expect that 
prices will fall and fall further, 
the wage reduction may lead to a 
fall in investment. But if people 
feel that now costs have gone 








down to the rock bottom and will | 


not go further, then the cost re- 
duction. will probably lead to an 
increase in investment. If aggre- 
gate demand is maintained—per- 
haps with the aid of public policy 
—then a reduction in wage rates 
will lead to an increase in em-| 
ployment. 

As investment demand is obvi- 
ously imporiant, one has to pay 
special attention to the relation 
between wage rates in the invest- 
ment trades—for instance, in con- 
struction—and wages in the con- 
sumers’ good industries. Other 
things being equal, a _ relative 
cheapening of labor or other cost 
reductions in the investment in- 
dustries will tend to revive in- 
vestment. If house rents go down, 
people can afford larger dwell- 
ings. So it is much more likely 
that a wage reduction in the in- 
vestment trade will increase em- 
ployment than wage reduction in 
the consumers’ goods industries 
will increase employment. A rel- 
ative change in these wage rates 
has an influence on investment 
Similar to a change in the rate 
of interest. 

Perhaps the most reliable way 
of increasing employment in a 
depression will seem to be to ex- 
pand the aggregate demand with- 
out increasing the price of labor. 
For then more of it can find em- 
ployment. Thus government ex- 
penditure, financed by borrowing, 
in a way which does not reduce 
private borrowing and_invest- 
ment, is an important part in any 
anti-depression policy. 

Another way is to create con- 
ditions favorable for a revival in 
private investment. A_ feeling 
among employers that the general 
wage level will not fall can have 
this effect. 


E. g., a relative decline in wage 
rates in construction industries— 
which rates may have risen during 
the boom period—down to a level! 
where one can feel that a further 
reduction will not occur may be 
important. Tax exemptions for 
new investments that are made 
during. the depression may be 
helpful. I shall return to such 
questions in my fourth lecture. 


Influence of International Trade 


So far I have said nothing about 
the influence of international 
trade. It is fairly obvious that an 
increase in the foreign demand 
for goods in a certain country in- 
fluences the economy of that 
country in a similar way as an in- 
crease in the domestic invest- 
ment. For the rise in gross in- 
comes leads to larger domestic 
purenases. A tendency for ex- 
pansion is caused which exhausts 
its effects, when a corresponding 
sum has been used to buy foreign 
goods or has been saved. 

For the period of time before 
imports have been increased at 
all, the whole increase in exports 
is a new investment abroad. 
However, if bilateral trade agree- 
ments are made, where exports 
and imports are increased at the 
same time above a formerly re- 
stricted volume, then there is no 
new investment abroad. Then 
the effect on the domestic econ- 
omy will be ‘similar to what it is 
when consumption demand at 
home is increased and production 
rises at the same time, leaving 
savings and investment un- 
changed. Changes in wage rates 
and other cost items, as well as 
in efficiency, can of course, in- 
fluence the volume of imports 
and exports and thereby the total 
development of output and em- 


ployment in the way indicated. 


So far I have discussed exclu- 
sively the first of the two ques- 








tions, namely, the relation be- 
tween changes in the volume of 
aggregate demand in terms of 
money, on the one hand, and the | 
changes in the volume of employ- | 


ment at a certain wage level, on | 
the other hand. But this is really' 


la 


only half the story. I have to be 
very brief about the second part. 
I think it is less controversial and 
therefore can be dealt with briefly- 


The average number of unem— 
ployed persons in a certain period 
is governed by the number of 
workers dismissed or who end 
their jobs of their own will, plus 
the number of new persons enter- 
ing the labor market—i. e., ali 
those who look for jobs — multi- 
plied by the average period of 
waiting before they find a new 
job. It is obvious, therefore, that, 
other things being equal, an im- 
proved organization of the labor 
market, for instance, through a 
more effective labor exchange 


\system, as well as increased mo-— 


bility of labor between places ana 
occupations, can reduce unem- 
ployment. But this mobility of 
labor, which is useful, has to be 
distinguished from. the . erratie 
movements of workers who leave 
a job for the sake of change only. 


If wages are not adapted to the 
quality of labor, but if a full wage 
is requested for laborers who 
represent a lower quality of work, 
then this kind of labor may be 
unemployed permanently, or # 
will only find jobs during very 
good business conditions. 

I think all this is obvious. This 
could be said in the twenties also 
of another kind of employment 
which, however, in recent years 
has not so often been studied. IE 
am thinking about the influence 
of a monopolistic wage and price 
policy under conditions of incom— 
plete mobility of labor. If the 
size and direction of demand for 
goods and services is fixed im 
terms of money, then only a cer- 
tain quantity of a certain produc— 
tive factor—for instance, labor — 
will be demanded ata certain 
price. The higher the price of 
that factor, the smaller the em- 
ployment of it. If the wages of a 
certain quality of labor are sub- 
stantially raised, then its employ- 
ment will fall, both because there 
will be a tendency to use rela- 
tively less of that labor and more 
of other factors, and because the 
fall in total output will tend te 
reduce demand for all productive 
factors. 

However, if other conditions 
making for an expansion of de- 
mand are at work at the same 
time, it is possible that the voJ-— 
ume of aggregate demand will not 
fall. Nevertheless, there remains 
the effect, that the relative in- 
crease in the price of that labor 
quality makes it less demanded. 
Snould workers move easily from 
the high wage industries where 
wages have been raised, to other 
occupations, and the wage level 
there be somewhat reduced, then 
an increase in unemployment cam 
be avoided or only a very brief 
increase in unemployment occur. 
But if the number of workers 
seeking employment in the high 
wage industries, where wages 
have gone up, does not fall suf- 
ficiently, and if the wage levels 
elsewhere are not flexible, then 
unemployment will be created by 
the original rise in wages, 


It is true, of course, that an 
economic expansion caused by 
auite different conditions may at 
the same time prevent this from 
happening. But the above-men- 
tioned tendency toward a fall in 
employment will nevertheless be 
there. Should a rise take place in 
the wage level in capital goods In- 
dustries, it may have a detrimen- 
tal influence on the volume of 
investment, as I have already 
mentioned. 


In other cases, wage increases 


may make new investment profit- 
‘able and may therefore lead to 


increased employment. But be- 
sides these tendencies, which cause 
changes in aggregate demand, 
there is always a tendency toward 
smaller demand for a factor 


that has been made relatively ex= 

pensive to use. So the monopolis- 

tic trade union policy will in 
(Continued on page 902) 
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Swedish Theory of 
Unused Resources 


(Continued from page 901) 
itself have a tendency to reduce 
employment for those types and 
qualities of labor. 


Effect of Monopolistic 
Price Policy 


A similar effect on employment 
may of course be called forth by 
a monopolistic price policy in cer- 
tain branches. It will reduce de- 
mand for the productive factors 
used on those lines and will set 
up the same need for an adapta- 
tion, as I mentioned, if unemploy- 
ment is to be avoided. There is, 
however, one difference: As the 
labor in these occupations has 
not in this case become more ex- 
pensive there will be no tendency 
to substitute other factors for the 
labor factor which was made 
more expensive in my former 
case. Besides, there may be less 
unwillingness on the part of 
workers to move to other occupa- 
tions, as the wage level in the old 
one has not been increased. 

On the other hand, a larger 
part of increased profits of the 
monopolistic firms is likely to be 
~ saved than the part saved from 
increased wages in the former 
case. This in itself tends to cause 
a tendency towards a depression 
and a fall in employment unless 
there is some other force making 
for increased investment. In that 
respect, the monopolistic price 
policy has a more damaging in- 
fluence on employment than the 
monopolistic wage policy. Evi- 
dently those parts of the theory 
of unemployment that can be ex- 
plained in a static theory, based, 
for instance, on the assumption of 
a constant aggregate demand, 
should be woven into an analysis 
of the processes of expansion and 
contraction of total demand. If 
thig is done, it will be found that 
the process of expansion from a 
depression will usually meet bot- 
tlenecks of different sorts long 
before full employment is 
reached. A great many problems 
of adaptation and balancing will 
have to be met to create the status 
of full employment. This is not 
done by simply increasing the 
amount of investment and the ag- 
gregate of demand high enough. 


Conclusion 


I have, after some hesitation, 
put as the title of this lecture 
“The Swedish Theory of Unused 
Resources.” In a way this is not 
a very appropriate name, for what 
I have indicated here very briefly 
is nothing but a combination of 
certain parts of the old static 
theory of unemployment, which 
used to be based on some kind of 
monetary stability assumption, 
with a theory of processes of 
monetary expansion and contrac- 
tion which is simply an amplifi- 
cation of the Business Cycle 
Theory. Only in one or two im- 
portant respects is there a strik- 
ing difference between this the- 
ory, which was published in vari- 
ous Swedish books in the early 
thirties, and the general ideas 
which economists used to believe 
in during the 1920’s. Thus, the 
theory developed in Sweden dif- 
fers from the supposedly revolu- 
tionary Keynesian theory, as I 


have already mentioned, while it 
claims to cover about the same 
field. Hence, it may perhaps be 
illuminating if I try to make a 
comparison between these two 
theoretical structures and if some 
practical consequences of these 
theories are brought under con- 
sideration in my next lecture. 


With Howard, LabouisseCo. 

(Special to Tue FINANcIAL CHRoNIctE) 

NEW ORLEANS, LA.—Paul T. 
Westervelt has been added to the 
staff of Howard, Labouisse, Fried- 
richs & Co., Hibernia Building, 
members of the New Orleans 
Stock Exchange. 





Trade and Taxes After the War 


(Continued from first page) 
except as the debt is reduced. Vet- 
erans’ benefits are not likely to be 
reduced. Relief loans and grants 
to distressed countries cannot 
be discontinued abruptly. Bitter 
experience in two wars forbids 
curtailing defense. expenditures 
any further than those responsi- 
ble for our defense seem pru- 


dent; but it is reasonable to hope | 


for some reduction. 

It is necessary to collect taxes 
enough to cover expenditures and 
to reduce the debt by a substan- 
tial margin each year, so long as 
good business and high employ- 
ment continue. It is necessary to 
do this to avoid inflation, and to 
defend the dollar and the public 
credit, for our present welfare and 
as a measure of national defense. 

For generations to come we 
must look forward to carrying a 
heavy, heavy burden of taxes. That 
makes the relation of taxes to 
trade, to business, commerce, in- 
dustry and agriculture, more than 
ever worth studying. 

Our national tax policy should 
be to raise the greatest possible 
revenue; with the least possible 
pain to the taxpayer; with the 
least trouble and expense to the 
Treasury; and with the least so- 
cial and economic disturbance to 
the whole community. Taxes 
should be levied for revenue; not 
to stop trade; nor to promote pet 
projects; not to effect social 
change; nor should they rob Pe- 
ter to pay Paul. 


Direct and Indirect Taxes 


Direct taxes were abhorrent to 
Eighteenth Century opinion. They 
were regarded as inquisitorial and 
despotic. They are that indeed. 
Our own Eighteenth Century Con- 
stitution prohibited them in effect 
by requiring them to be appor- 
tioned between the states accord- 
ing to population instead of 
wealth; a prohibition which was 
only removed by the Sixteenth 
Amendment in 1913. 

Modern theory, on the other 
hand, strongly favors direct taxes 
as against indirect taxes. How- 
ever, in our practice we have car- 
ried the principle of graduation 
of the personal income tax, which 
is the direct tax par excellence, 
to such an extreme that it so no 
longer always a true direct tax, 
but rather a tax on energy, initia- 
tive and risk-taking. 


The corporation income tax is 
of course not a direct tax at all 
but an indirect tax upon the priv- 
ilege of doing business, and is re- 
flected in the prices of goods and 
services, so far as the traffic will 
bear it. 


Similarly customs tariffs upon 
imports are indirect taxes on the 
consuming public, enabling our 
producers and manufacturers to 
charge more for their products. 

It is a little odd then that po- 
litical opposition, labor opposition, 
and opposition of some of the so- 
cially minded, to other indirect 


| 
| 
| 





taxes, as for instance the retail 
sales tax, is so violent, while the 
same persons support high cor- 
poration taxes and high tariffs. 


The truth is that there is no 
simple answer to the problem, 
which confronts the government 
as tax-gatherer, to be found in 
calling a tax direct or indirect. 
What we want to know is whether 
a given tax meets the test of rais- 
ing the greatest possible revenue 
with the least possible pain to the 
taxpayer, with the least trouble 
and expense to the Treasury, and 
with the least social and economic 
disturbance to the whole com- 
munity. 


The Personal Income Tax 


In war or peace the straight 
personal income tax, graduated 
according to ability to pay, has 
long been thought the best tax. 
It is our chief reliance. It should 
tax small incomes, but not too 
severely, and tax large incomes 











goose that lays the golden eggs 
of enterprise and of revenue. It 
should, so far as possible, treat 
everyone of like income alike. 

“Though it be the best tax, the 
personal income tax does not solve 
all fiscal problems when the total 
tax burden is as heavy as two 
world wars, and philanthropic 
spending between the wars, have 
made it. 

High income taxes discourage 
enterprise in the individual; they 
prevent young men from saving 
money and accumulating capital; 
and they burden business, which 
has to pay higher salaries in order 
to command the services of men 
of energy and ability, because 
they can keep for their own use 
only a fraction of the salaries paid. 
They burden government, which 
finds itself unable often to com- 
mand or retain the services of 
men of ability because the tax on 
their government salaries is so 
heavy. 

On the other hand income tax 
cannot reach many small incomes, 
partly because it would be too un- 
popular if it did, and partly be- 
cause it costs more than it comes 
to to tax them at low rates; ex- 
cept in those cases when with- 
holding is possible. 

The withholding tax soon be- 
comes merely another method of 
taxing business and employment. 
Money held out of the pay enve- 
lope or the salary check is not pay 
that counts. The demand for more 
pay to cover the tax withheld 
soon becomes irresistible. Then 
the tax, though nominally an in- 
come tax, a direct tax, in fact be- 
comes an indirect tax, a tax upon 
business. 

Furthermore, much farm in- 
come and other income, collected 
in cash or in kind by persons who 
don’t keep books, and those who 
work for themselves, may escape 
the income tax. The withholding 
provisions cannot of course reach 
such as incomes as these. So with- 
holding exaggerates the inequality 
between such persons and those 
corporation employees and wage 
earners who are readily caught by 
the withholding device. 

These defects of the personal 
income tax are among the rea- 
sons why it seems unwise to keep 
the rates war-high in peace time. 
Extreme high rates lead to eva- 
sion, avoidance, inequality, and 
are inconsistent with the prosper- 
ous and enterprising peace econ- 
omy. They are self-defeating; for 
when taxes are too high, they im- 
pair the national income and the 
national revenue. 


Corporation Income Taxes 


The present 38% corporation 
income tax is too high to be borne 
long in peace time. Excessive cor- 
poration income taxes discourage 
enterprise and risk-taking. They 
discourage investors from*provid- 
ing equity capital. They prevent 
small business from accumulating 
capital from earnings. New en- 
terprises can rarely grow and 
prosper if so much of their earn- 
ings (if they have any earnings) 
are taken by government. These 
taxes impose the heaviest sort of 
indirect tax upon the public, since 
they tend to reflect themselves in 
higher prices, when the traffic 
will bear it, or if higher prices 
are impossible, in less business, 
less employment, and less enter- 
prise. 

Under our strange and inequit- 
able law, stockholders pay twice 
on the same income; once when 
the corporation pays, and again 
when the stockholders receive 
dividends, if they do. The bond- 
holder or owner of any other in- 
vestment pays only once, and the 
income of State and municipal 
bonds is taxed not at all. The 
country suffers because enterprise 
and risk-taking are thus dis- 
criminated against. 

A high tax on corporation in- 
come also discriminates against 





most severely, but not to kill the’ shares by imposing on his com- 








the small investor in corporation 


iderly basis; and future changes 
ishould leave the principles and 
|methods alone and concern them- 
pany’s income a rate of tax higher | selves only with rates of tax un- 
than on his income from other! der those principles and methods. 
sources. | Then changes in tax rates, to con- 
The normal tax rate on corpo- | trol inflation by raising them, or 
ration income should not exceed | relieve or forestall a deflation by 
the normal tax rate on individual |lowering them, could be made 
incomes, and the individual share-| simply and promptly without de- 
holder should be free of normal|bate about principles and meth- 
tax (but not of surtax) on his div-| ods. 
idends. This would conform to| Tax-Exempt Bonds 
the principle of taxing everyone| The issuance of tax-exempt 
of like income alike, and avoid | bonds by States and municipali- 
double taxation of that invest-|ties should be discontinued as 
ment which is of the greatest! promptly as possible. The exemp- 
value to the national economy, the|tion confers special privileges 
investment that takes the risk of|upon individual investors and 
enterprise. |'upon State and municipal borrow- 
. ers, In 1917 the Treasury won 
Income Taxes and Business ‘the consent of Congress to tax the 
From the point of view of rev-| income of future issues of Fed- 
enue, the income tax on persons| eral bonds. with limited exemp- 
and corporations is a highly spec-/|tions. Soon after the First World 
ulative tax, very productive in|War. the Treasury proposed a 
good times, disappointing in bad.| Constitutional amendment to en- 
High tax rates on incomes pro-|able the United States to tax fu- 
duce nothing when the incomes'| ture issues of State and municipal 
are not there, Indeed, high tax) bonds, and vice versa. It passed 


rates in bad times may reduce the 
public revenue by adding to the 
burdens of an already enfeebled 
economy. 

Budgeting is not an_ exact 
science. One can only estimate 
the revenue which a proposed tax 
rate will produce, on the basis of 
what last year’s income was, and 


ithe House of Representatives by 
|the requisite two-thirds vote in 
|January, 1923, but died in the 
Senate. The proposal for a Con- 
stitutional amendment should be 
revived. That is the orderly way 
'to effect a much needed Constitu- 
tional reform. It should of course 
| be limited to future issues. 


a guess about what next year’s ‘ 
income will be. If the rate is too} Taxes on Spending 
high, in relation to other costs| When public expenditures reach 
and prices and the volume of bus- | the astronomical, as they have, it 
iness, it may reduce business in-| becomes necessary to resort to 
come and the public revenue. It| considerable diversification in the 
is prudent therefore, in guessing, incidence of taxation. Though the 
to take a chance and to err on | personal income tax be the best 
— side of moderation in income | tax, and the corporation income 
ax rates, and encourage business, | tax is a convenient tax, the prac- 
not choke it. For tax rates are tical application of them, when 
nog sae sesame. e1 - ree oP sy Po oe upon 
e eilion policy Of lowering |them an e rates of tax are 
en aes are we wees ete | eee very high, becomes diffi- 
ar helped to make good busi-|cult in the extreme. They may 
ness and good revenues, and re-| do grave injustice, impair tax- 
duced the debt 40% in ten years.| payers’ capital, and even dry up 
If now we could look forward to|the revenue and so defeat the 
eight or ten years of good busi-|taxing purpose. An error in the 
mess and debt reduction, how |structure of any tax may be neg- 
happy we os - ¥" ligible if the rate is low, but criti- 
, on the other hand, Congress | cal when the rate is high. 
and the Treasury overload that| Resort to a considerable variety 
poor old beast of burden, the tax-| of taxes allows a margin of error 
payer, the donkey may just lie! for the strains and stresses which 
down in his tracks, as he did in|are certain to develop if we rely 
1931-32, when Mellon and Mills, | aitogether on income taxes, how- 
nt great ae Seager Se Penna ever Scare perfect they 
reasury, wi e best inten-| may be. 
tions, sought and got higher tax | Banas we must turn to other 
rates, but collected less revenue | taxes, tariffs for revenue, license 
and deepened the depression. |'taxes, excise taxes, luxury taxes 
Even in times like the present, and even retail sales taxes. They 
when business is good but the| tax one’s income as it is spent. 
future is uncertain, some reduc- | They reach the spending of every- 
tion in income tax rates, all along | hody, including those who avoid 
the line, would probably do more | the income tax. Such taxes should 
to balance the ow by — 'be retained and extended in scope. 
ood business and employment, | : 
on insistence on maintaining al- | Social Security Taxes 
most war rates after the war, Social security has come to 
orders have disappeared and some | stay. It is humane and may be 
recession of business is probable.|q_ stabilizing influence in our 
So, without waiting to revise|economy. A civilized society can- 
the law, I suggest an immediate | not uae the — rs} Sg —_ 
reduction of 10% in personal and |fortunate members. Sold an 
corporate income ‘ae rates, all| hunger are not the remedy for 
along the line, to continue our|depression and unemployment if 
present prosperity and protect the these come again, They need not 





revenue. 


Revise The Law 


Later on, at leisure, Congress 
should embark on the great task 
of revising the internal revenue 
law. 

Our income tax law is too com- 
plex. Too many provisions are 
written to fit special cases. If 
capital gains are taxed, then capi- 
tal losses should be deductible 
equally and fairly from gains, 


come again if we have wise and 
‘orderly fiscal and monetary poli- 
| cies. 

Social security taxes, however, 
tax employment rather than in- 
come. They are therefore to be 
regarded as indirect taxes or priv- 
ilege taxes or license taxes. Both 
as regards employer and employee, 
they can only be considered taxes 
upon the privilege of doing busi- 
ness. 

Like 





income tax withholding, 


whenever they arise, without lim-| the social security tax, so far as 
itation of time. Let the law be it is charged to the employee's in- 
simplified so that an honest man ‘come, soner or later results in de- 
may prepare his own return and/mands for higher pay: and the 
understand it. whole of it is added to the cost of 
Thirty-four years after the in-| doing business and-is reflected in 
come tax amendment was adopted, | prices when the markei will bear 
each revenue bill is still discussed | it. ; 
as though the principles and meth-| It has sometimes been proposed 
ods of income taxation presented | that social security taxes be in- 
a new problem every time. Instead, creased, not because of the need 
the principles and methods of tax-|of a larger accumulation in the 





ation should be worked out now |trust funds, but becausc of the 
once for all on a sound and or- | need of collecting more revenue 
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for the government for its gen- 
eral purposes. Social security re- 
ceipts are spent by the govern- 
ment for other purposes as fast 
as they are collected. Social se- 
curity disbursements when called 
for have to be provided by the 
government from new taxes and 
mew borrowings. The social se- 
curity taxes tax the privilege of 
employment without making any 
money. really. available for social 
security payments when they must 
be made. The only valid excuse 
for them is that they help balance 
the cash budget. Under present 
conditions that is a sufficient ex- 
cuse. But these bad taxes should 
be at low rates. In the end the 
burden of social security should 
be borne by the whole community 
and not by a segment of it. 


Death Taxes 


Estate and inheritance taxes are 
indireet taxes, taxes on the privi- 
lege of not having the govern- 
ment take all your property when 
you die. So far as the Treasury 
‘revenue is concerned, they are 
windfall taxes and not depend- 


able; for rich men don’t always | 
die when values are high or when | 


revenues are most needed. They 
tax, not the owner or creator of 
wealth, but the privilege of traris- 
mitting it and the privilege. of 
succeeding to it. They are capital 
taxes. They have to be paid out 
of past savings by sale of estate 
assets to other people whose 
power to buy or hold other in- 
vestments is correspondingly di- 
minished. These taxes change the 
ownership of existing wealth and 
promote social change. That is 
the chief argument for them. They 
are socialist taxes. They diminish 
the capital fund of the nation, for 


the nation thus spends and de-| 


stroys the savings of the lifetime 
of the citizen. The most worthy 
of all motives of enterprise and 
thrift is to provide for one’s fam- 


ily; and such taxes defeat this at | 
death | 
takes away the breadwinner and | 
makes his savings most necessary | 


the very moment when 


to his widow and children. Bad 


though they be, no one would sug- | 


gest giving up death taxes now, 
when the need for revenue is so 
great; but the rates should be 
more moderate. 


Gift Taxes 

Since a gift in anticipation of 
death is taxed at estate tax rates 
anyway. it does not seem neces- 
sary or fair to have a gift tax at 
all. Why should a man who, in his 
lifetime and not in anticipation of 
death, makes gifts, pensions and 
allowances for the support and 
maintenance of his family and 
friends pay not only a severely 
graduated income tax but a cu- 
mulative gift tax superimposed 
upon it? Whereas a man of the 
same income who spends his in- 
come on yachts and country places 
and other forms of personal en- 
joyment pays only one tax, the 
income tax. The gitt tax is a 
mean tax, an anti-social tax, and 
produces relatively little revenue. 
It should be moderated. 


Incentive Taxes 

Incentive taxation is bad. We 
don’t know whether the new en- 
terprises to be subsidized are good 
or wasteful. We do know that the 
old enterprises will have to bear 
the burden from which the new 
may be relieved. The old may 
stagger and choke under it. 

If government attempts to de- 
part from the rule of equality in 
taxation, it will no doubt find it- 
self much disappointed in the re- 
sult. Let taxes be fair and equal, 
and let the incentive to enterprise 
be the rational hope of profit 
from the undertaking on its mer- 
its, not the adventitious and per- 
. haps temporary blessing of tax 
advantage. Our taxes must be 


very burdensome for generations | 


to come. If they are fair and 
equal we can bear them, If they 
. are unjust, unequal, tricky, and 
burden soine more and others less, 


they will become intolerable, un- | 


endurable. 


Sumptuary Legislation 


All necessary and unproductive | 
sumptuary legislation, that is leg- 
islation to limit private spending 
instead of taxing it, or to limit | 
incomes instead of taxing them, 
should be avoided. If attention is | 
diverted from the true objective 
of raising the greatest possible 
revenue out of current income, 
and is turned to using the tax law 
to effect social changes, then the 
government is certain to get less 
revenue, and greater economic 
disturbance, to the injury of the 
whole people. 


The Tariff 


The tariff was our chief source 
of revenue from the beginning of 
the Republic to 1913, during the 
long period of our country’s pros- 
perity and growth to greatness. 
Since the First World War, how- 
ever, the tariff has been used not 
so much to produce revenue as to 
stop trade. The Hawley-Smoot 
tariff of 1930 did much to turn a 
stock-market panic into a major 
depression, and to convert a 
Treasury surplus into a deficit. 


All tariffs should be reduced 
10%, at once, by unilateral action 
of Congress. Such a moderate 
overall reduction could do much to 
stimulate trade both ways, in and 
out. It would avoid the intermin- 
able discussion, log-rolling and 
lobbying which are _ inevitable 
when Congress attempts to revise 
tariffs rate by rate, commodity by 
commodity. It would supplement 
the necessarily dilatory and timid 
_method of executive negotiation 
|of reciprocal trade treaties with 
foreign governments, though these 





are good as far as they go, and 
should be continued and extended. 

Customs duties paid the Civil 
War debt; and in the process the 
country grew and prospered as 
no country ever did, and the gen- 


through lend-lease and overseas 
expenditure. Now, the old coun- 
tries have spent much of their re- 


| maining foreign wealth, or lost it 


in the war, and the world is con- 


|fronted by the difficult problem, 


how to establish equilibrium 
when the old countries need both 
our goods and our money. Can 
the exhausted old countries pro- 
duce enough more and consume 
enough less to pay for their cur- 
rent purchases and pay also inter- 
est and sinking fund on their 
debts to the new countries? 

Furthermore Ameri¢a is so good 
a risk, politically and economic- 
ally, compared to the old world, 
as to attract capital imports, in 
hope of profit when business is 
good here, and to escape loss when 
matters look bad abroad. In the 
Nineteen Twenties money came 
here to make money in stocks. In 
the Thirties it came to escape loss, 
for fear of a breakdown and war 
in Eurpoe. Between the wars this 
reverse, and perverse, movement 
of capital from old countries to 
America, undid the work of our 
foreign lending and aggravated 
the adverse balance of payments 
of old countries. 

In addition to the gifts, grants 
and loans by our government, 
which are so necessary, but should 
stop as soon as possible, and the 
loans and aid to be afforded by 
the World Bank and Fund, pri- 
vate foreign investment, in reason 
but not in excess, should be en- 
couraged after the governments 
concerned have created stable and 
orderly political conditions; but 
foreign investment will not solve 
the problem. 


Buying and Selling 
We should always be capable 
of producing an exportable sur- 
plus of food and manufactures be- 
yond our own needs, and the old 
world will want it. Can the old 





|eral standard of living rose. We 
paid our debts and grew rich by 
trade; buying as well as selling. 
Now again we should have a 
tariff at lower rates which will 
produce more revenue and let 
our trade, both ways, in and out, 
grow and prosper. 


International Payments 


Balancing the budget is not 
more dififcult, nor more impor- 
tant, than balancing our inter- 


national payments. Last year our 
exports were $15.3 billions and 
our imports $7.1 billions a deficit 
of $8.2 billions. This deficit was fi- 
nanced chiefly by loans and gifts, 
and, to the extent of $1.4 billion, 
by drawing on foreign gold and 
dollar reserves. Of course that 
can’t go on indefinitely. Our trade 
must be got in balance either by 
cutting our exports in half, with 
all that means for our farmers 
and manufacturers and their em- 
ployees, or by increasing our im- 
ports of goods and services. 

It is to our advantage to be paid 
for our exports in goods and serv- 
ices. We can’t afford to give away 


our goods and services, or to make | 


loans to finance our exports, ex- 
cept during the transition period 
from war to peace. Nor can the 
old world afford to go much fur- 
ther into our debt. 


Foreign Investment 

In the Nineteenth Century for- 
eign investment followed from the 
old countries to the new. That was 
as it should be. The old capatilist 
countries had accumulated wealth 
abroad and had adverse balances 
of trade. The new countries were 
working and producing for the 
old, and the old were accepting 
the produce of the new in pay- 
ment of interest on the invest- 
ment, or reinvesting the interest 
in the new countries. That was a 
normal relation. 

The First World War upset that. 
We became creditors of the old 
countries on capital account, and 
continued to be exporters to them 
and hence creditors on current 
/account. Our foreign lending con- 
fronted thus an inherent diffi- 


culty. It has on the whole been 
|aggravated by the Second World 
War, in spite of the temporary 
creditor 


‘loss of our position 





world pay for it? If we cannot 
| sell our exportable surplus we 
| shall have depression and unem- 
ployment, and the old world will 
| be in want of the goods we want 
| to sell. We must make it possible 
for the old world to get them. 

F The long-term answer must lie 
in our accepting more imports of 
goods, and of shipping, banking 
and insurance services, and in our 
'travelers’ expenditures abrvad, 
and immigrants’ remittances to 
foreign countries. 

We do not wish to reduce our 
exports of goods below prewar 
levels, nor does the world wish 
ius to. We need, not to decrease 
|our production, but to increase 
/our consumption and our imports 
of goods and services. 





In General 
The burden of government ex- 


/penditure now imposed upon our | 


| people, one and all, is immense. 
|The worst way to meet it is by 
|inflation. The next worse way is 
'by extortionate or deflationary 
|taxation. The budget should be 
balanced and the debt reduced. 
The right way to do that is by 
cutting down civil expenditure 
land by taxing, justly and equally, 


lall the people, without discrimi- | 
ination or preference, at high rates | 


|'when business is booming, and 
‘at reduced rates when, as now, 
| there is some danger that it may 
;soon be lagging. We should ask 
Congress to reduce all income tax 
rates and tariffs 10% at once; and 
later, at leisure, to eliminate the 
quirks and quiddities from our 
tax laws: and, in future, to tax 
us al] for revenue at such rates 
that trade and industry and agri- 
culture may flourish. 

I suggest a 10% cut all along 
the line, not because there is any 
magic in that figure, but because 
it is a moderate cut. Budgeting is 
guessing, not knowing, what gov- 
ernment will spend and what rev- 
enue certain tax rates will pro- 
duce. The best way, to. continue 
prosperity and employment, and 
protect the revenue, is to reduce 
the tax rates moderately, all along 
the line, and to do it promptly. 

Income taxes should not go to 





extremes. There is no virtue in 


‘a pedantic devotion to a direct 





tax if it is carried so high as to | vate enterprise system. These are 
stifle enterprise. There is no vice lin the end inseparable, Those who 
in indivect taxes if they are so|would destroy freedom have only 
general and so moderate as not/|{first to destroy the hope of gain, 
to hurt any essential trade or in-| the profit of enterprise and risk- 
dustry. There is no hope for us| taking, the hope of accumulating 
or for Europe unless we keep. our | capital, the hope to save some- 
economy prosperous; nor unless; thing for one’s old age and for 
we reduce tariffs enough to per-|one’s children. For a community 
mit trade to flourish. There can|of men without property, and 
be no freedom of the individual, | without the hope of getting it by 
no democracy, without the capital| honest effort, is a community of 
system, the profit system, the pri-! slaves of a. despotic state. 


Observations 


(Continued from page 865) 

with the implied approval of the State Department, was occasioned 
by the worthy, if wise, desire of these loyal leaders to prevent their 
party from becoming branded as isolationist in the electorate’s mind. 
Contrary to the past showing of the public opinion polls on the 
British Loan, which indicated its majority opposition to internation- 
alism in that phase; the polls on trade reciprocity are said to show 
popular support therefor with their past sanctification by Cordell 
Hull. The result is that most of the opposition shouting comes from 
the sectional representatives; with the party’s overall leadership 
having the sagacity to take herculean steps to aviod possible blame for 
antagonizing at least a large segment of the electorate. Even Senator 
Taft, in spite of his declaration of disagreement with the Vandenberg- 
Millikin proposals and his intention to fight the issue next year when 
the law giving a free hand to the President comes up for renewal, 
can be considered as having swung materially from his 1945 position 
toward cooperation. He too is apparently seeking astutely to avoid 
the supposed isolationist stigma of the voters. 


Escape Clauses and Other Necessary Compromises 

In order to get likely adoption of the ITO Charter, as well as 
the integral trade agreements, serious compromises have been, and 
will continue to be, found necessary. In the first place, at the recent 
ITO conference in London, at the writing of the preliminary 
Charter it was found necessary to include a major “international 
escape clause.” In recognizing that.many countries will be battling 
for protection of infant industries teward the goal of industrialization, 
the compromise was made. of permitting the use of subsidies and tar- 
iffs, and giving the ITO body the power discretionarily to grant sub- 
sidies and even import quotas. Import quotas specifically may be used 
to implement domestic production control programs of primary prod- 
ucts that are to be protected. 


Belly Politics Versus Ideology 


Our own agricultural interests no doubt will fight to the bitter 
end to keep from being exposed to foreign competition. Our farm 
program guarantees to them higher prices than have the world 
level. With the attitude of “buck-passing statesmanship” the farm 
interests, even though represented by such “liberals” as Senator 
Wayne Morse, are volubly advocating large markets abroad, but sim- 
ultaneously oppose any tariff lowering on American agricultural 
products. Perhaps this conforms to a current quip that “belly politics 
are more important than ideology.” 


Then too the heralded Vandenberg-Millikin compromise, which 
on the one hand goes too far for much of our local opposition, at the 
same time carries an important “escape” provision which will under- 
mine true cooperative internationalist procedure, For it provides that 
the United States Tariff Commission is to review the contemplated 
tariff reductions in all future trade agreements, and to make direct 
recommendations to be followed by the President, as to the point at 
which reductions cannot be made without injury to the domestic 
economy. Furthermore it contemplates including an “escape clause”’ 
in every subsequent trade agreement whereby the United States, on 
the initiative of the President, can withdraw or modify any tariff 
' reduction or concession, if in practice it develops that such reduction 
| “has imperiled any affected domestic interest.” . 
In other words, as in the political sphere, it here also appears 
| that action for the international benefit will be suffered only when 
the shoe does not pinch on sovereign national interests. 

In alleging the existence of teeth of enforcement it is pointed out, 
quite correctly, that punishment for infraction will consist in the 
| stripping away of trade privileges from the offender, by joint inter- 
national rether than unilateral action. Hence it is true that the joint 
| character of the punitive action will take the sting out of the sanction, 
'which in the absence of an organization might be considered as 
being in the nature of bilateral economic warfare. Nevertheless it is 
also true that there will be correspondingly greater opportunity for 
the injurious participation of conflicting political factors and mo- 
| tivations. 

















——$———— 


= H Commission, according to the 
Majority Testimony Senator, were as follows: 
| . 1051 briefs filed— 
Opposes Tariff Cuts, 545 opposed reductions in 
Says Senator Butler 175 favored reductio 
5 favored reductions 
ays a 330 requested concessions 
WASHINGTON—Senator Hugh | from foreign countries 
Butler, Republican from Nebraska,| 511 oral statements 
announced today that the United | 370 opposed reductions in 
States Tariff Commission had in-| American tariffs 
formed him more than half of the | 95 favored reductions 
briefs and statements filed with 46 requested concessions 


the Committee for Reciprocity 
Information were opposed to re- 
ductions in duties on the products 
in which they. were interested. 

Senator Butler said he had 
requested the information because 
of a report which had previously 
appeared in the press stating that 
the Department of State had re- 
ported that 80% of the briefs filed 
“were not opposed to the Recip- 
rocal Trade Program.” 


Data supplied by 


from foreign countries 





(Editor’s Note: The Administra- 
tion’s view is that the tabulation 
of witnesses pro and con by num- 
ber is misleading, since among the 
witnesses against the program 
were many individual companies, 
whereas witnesses in support of 
the program included numerous 
organizations, trade associations 
and the like, representing a far 
larger share. of the country’s 
foreign trade.) 








the Tariff 
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Socialist John Bull Takes Stock 


(Continued f 


Geneva in April, carrying in their | 
portfolios tne American demand | 


for an early enu to Empire pret- 
erence. 


What the White Paper Says 
A few paragraphs from the 
white paper will indicate the 
proposition that is now before the 
British public. Thus: 
“The great need of this country, 
es indeed of practically every 
‘ other country in the world at the 
present time, is for a considerable 
and sustained increase in the pro- 
duction of goods of all kinds-—of 
consumer goods and of capital 
goods, of goods for domestic use 
and consumption and for export. 
“The position of Great Britain 


is extremely serious, We have in| 


the course of the last seven years 
deliberately distorted and unbal- 
anced our economic system, suf- 
fered the loss and permitted the 
depreciation of our capital re- 
sources, sold at least half of our 


external capital assets and gone) 


into debt abroad—all for the pur- 
pose of enabling the country to 
concentrate its fullest efforts upon 
the war and in an endeavor to 
maintain reasonable standards of 


living. This country is still run-| 


ning into debt abroad. Each month 
our balance of overseas payments 
is still unfavorable. Nevertheless, 
since the end of the war this coun- 
try has proceeded rapidly to es- 
tablish schemes of social improve- 
ments in the way of a housing 
program, an improved educational 


,of Mr. Bevan and Mr. Shinwell,; 
and particularly with Sir Stafford | 
Cripps’ Cassandra utterance at 
Bradford on Wednesday, seems to 
The Manpower Shortage be a concern aceeenps o aeen 
: ; the country, and particularly the 
“The biggest problem is the al-| Labor movement, into an aware- 
|imost universal shortage of man-| ness of its position. 
|power. This affects everything 
here is far more work to be done 
than there are men and women to 
lo it. This is the legacy of six 
years of war.” 
Like A Political Platform 
| Proceeding, the white 
| traces the effects of the war on 
ithe manpower situation, both 
overall and for various branches 
of industry. There was in Novem- 


rom page 864) 


“Shock tactics are needed 
but by themselves they will not 
accomplish much. The obvious 
criticism of the white paper is 
that, while it states the need for 

sharp rise in productivity, it 
does not even hint at how it is 
to be achieved. .. . Capitalist eco- 
nomics has several remedies to} 
suggest for this particular disease. | 
Labor economics has none—except | 


paper 


ber, 1946 only a disappointingly | ™°re socialism, and not even the} 
° J “ = . c *S At seric SLY Cle 
moderate increase in the number | -anenge — bt ron # poet — ee | 
of persons employed in meeting | ' ~ nick] . Qo het ah ae “ 
home civilian and export needs,|25 GUICKty as ’ - aw | 
necded. 


|as compared with mid-1939. This | 
increase is very much less than | Too Much at Once? 


would be needed to enable the} 
‘country to pay on its foreign! The editors of the ‘Financial 
|loans and make its own way/|Times” take a similar view of 


again. After discussing costs and|Britain’s economic problem this 
prices, production requirements |drab winter. They, too, point to 
and the employmeni situation—/|the Government’s failure to give 
there is actually unemployment! the lead on such vital matters is 
in some areas in Britain today— | wage policy. The editors criticize 
the white paper offers its conclu-|the Government for asking the 
sions, which sound not unlike an! public to maintain stable condi- 
|American political platform. The|tions while the Treasury pursues 
‘final paragraphs are as follows:|an inflationary cheap-money }ol- 

“The object of all our economic| icy. But the immediate need is 
policy and the prime purpose oi | solution of the coal problem. On 
'all our industrial activity is to|this everything else turns. The 
|improve the standard of living of | wrong sequence for recovery is 
| the people. This depends upon the | being pursued in Britain, the “Fi- 
/output and efficiency of all our|nancial Times” suggests, saying: 
industries and essential services. “Once we have the coal, the 
The Government has maintained | next step, obviously, is re-equip- 


There are projecis at home, some 
of them controversial, which can 
be postponed. But overseas re- 
quirements may be more exigent. 
As in 1940, so in 1947, time is 
what we need most.” 


Report from Whitehall 


Since the white paper, although 
published by the Government, 
was drafted not by government 
officials but rather by employers 
and labor leaders, in.erest focuses 
on what the Government is likely 
to do about lifting Britain by its 
bootstraps. From W hitehall. 
where are located the government 
offices most concerned, a corres- 
pondent of the above-quo‘ec 
aewspaper reports only perplex- 
ity. Which program should be 
relegated to second place, officials 


| are reported as asking, the export 
| drive 
| With general manpower, materials 
| and fuel shortages what they are, 


or capital re-equipment? 


prospects of increas.-ng produc- 
tion are not bright. Some thought 
is being given to importing for- 
eign labor, but this certainly will 
not solve the problem. 

Thinking naturally then turns 
to reducing the quantity of goods 
ava.lable for home consumption— 
that is, lowering the standard of 
living and tightening the belt. 
The possibility of reducing the size 
of the armed forces and the civil 
service is also said to be under 
examination, since it is realized 
in the Government that mere ex- 
hortation cannot work very long 
in peacetime. The labor govern- 
ment seems to be in an unpleas- 
ant jam; and the conservatives 
know it. 


be left standing idle at a time 
when the world is suffering from 
severe shortages of goods of all 
kinds. To rehabilitate the econ- 
omies of these ex-enemy states 
will, it appears, make heavy drafts 
on our available dollars for at 
least a further three years, but 
fortunately after 1947 at a dimin- 
ishing rate. 


“This is one adverse factor 
which has appeared since the 
signing of the Washington loan 


agreement to intensify the doubts, 
expressed at the time by Lord 
Keynes and others, whether the 
loan would prove large enough to 
tide us over the difficult period 
before us. Another such factor is 
the sharp rise in United States 
prices which has substantially re- 
duced the purchasing power of 
the loan—that being only another 
way of saying that the credit is 
in danger of running out more 
rapidly than had been hoped, 
A Possible Crisis 

“In July, 1947, there comes into 
effect the obligation we have ac- 
cepted under the Washington loan 
agreement to make sterling earned 
in current transactions freely con- 
vertible into dollars or other cur- 
rencies, and as things are running 
at present a critical situation 
seems likely to arise within two 
years from now. The severity of 
the crisis would depend on the 
extent to which we can succeed 
in stepping up our production and 
diminishing our adverse balance 
with the ‘hard’ currency area. 

“At present, no other country 
is under a similar obligation to 
convert into ‘hard’ currency the 


system, comprehensive old age, | over the movement of prices. This 
unemployment and health insur-| has been achieved at a very heavy 


proceeds of current trade, owing 
to the five years’ transition pe- 


ance systems and medical and 
other services. 


Living Standard Must Be Raised 


It is clear that we must—and, 
indeed, very quickly—begin to 
maintain and seek to improve our 
standards of living entirely by our 


'a substantial measure of control| ment. That, in the economic se- 
quence, comes before increased 
consumption, redistribution of 

cost of subsidies and no guarantee | wealth, or exports. We have an 


can be given that some rise of | immense capital program to carry 
prices may not be necessary to|through, and at present our pro- 
|mitigate the burden on the Ex-| ductive plant is well below pre- 
_chequer and the taxpayer. But|war standard. With coal settled, 
| the Government will maintain|we can see how much of a grow- 
‘control and ensure that no un-|ing national output can be spared 
|regulated increase in the prices|from consumption for a limited 


More Hard Currencies Needed 


Meanwhile another drive, in- 
volving perhaps more than ex- 
hortation, has had to be launched 
by the government: the drive for 
more hard currencies. Although 
the trade balance in the first of 
the five years of grace under the 


riod allowed by the Bretton Woods 
Agreement. That would be of ‘lit- 
tle account of such countries were 
in a position, equally with the 
‘hard’ currency group, to supply 
the essential foodstuffs and raw 
material. that we need; but such 
is unfortunately not the case. It 


own efforts. We cannot continue|of essential goods and_ services 
indefinitely to meet our deficits | occurs, 
Saas ts Gems of ae | “The keynote of all our indus- 
ternal borson tags by meshs of | soene: nckevities duting She humed)- 
hn can ode ak present able to| ate period ahead must be to steady 
maintain existing standards. It is | Pi ~ oe oe way 
therefore highly imperative that | uP_the essentia undermanned in- 
we secure a speedy and substan- | dustries and above all to step up 
tial increase in the output of the | production, until we have struck 
products of British industry whiist | 2 balance between total demand 
maintaining their quality. That is | oe supply. A great yg om 
the karnet ‘of:ithe econoiiic and | sibility rests on both sides of in- 
industrial policy. of the British |@UStTY to play their full part in 
»* | rousing the nation to an apprecia- 


Government. : ; ; 
| tion of the country’s very serious 


period, to ensure that our pro- 
ductivity is on a satisfactory basis 
by the end of the time. Probably, 
we shall need to import labor in 
that connection also. If so let the 
Government look at its manpower 
budget and say how much. 


“Then, and then only, can we 
really begin to assess our true 
exporting power, and the standard 
of living at home that production 
minus essential exports plus im- 
ports will leave us. Does the time 
schedule permit of this sequence? 
The American Joan looks like be- 


_is because North America and the 
|other ‘hard’ currency areas are 
foreshadowed by Lord Keynes to alone able to export these vital 
the American Government in: supplies on a large scale that the 
1945—the trade deficit for 1946| problem of securing imports to 
was £314,000,000 smaller than! maintain our standard of living 
the £650,000,000 predicted by! has become almost entirely a 
Keynes—this “better” picture is| problem of securing dollars. And 
marred partly by the fact that it| this in turn is why it is so essen- 
reflects a smaller import trade,)| tial, as government spokesmen 
owing to the unavailability of | have emphasized, that our ex- 
suffic.ent raw materials, and part-| ports should be directed as far as 
ly by the fact that a large part of | possible to the ‘hard’ currency 
Britain’s exports in 1946 were) countries. This is, however, easier 
paid for out of previously accumu-_| said than done. It takes two to 


American loan has been on the 
whole much more favorable than 


“The fulfillment of this policy 


requires improvements in the ef-| 


ficiency and the -productivity of 


o 


British industry, and these are not | 


the respens'bility of the Govern- 
ment alone but of industrial man- 
agement and workers alike, It is 
for all concerned with industrial 
production to apply themselves to 
this task of improved efficiency 
end output in the realization that 
the common good of the country 
2s a whole depends very consid- 
éecably upon their efforts. 
“During the war in a number 
of industries machinery was de- 
veloped fcr joint consultation be- 
tween management and work- 
people on production 
The extension and further devel- 


eoment of this practice would be | 


ef advantage. 

“Until the output of British in- 
dustry is considerably increased 
there is bound to be some fexur of 

: gur ability to maintain the stabil- 


ity of prices and the orderliness| other forms of endowed leisure. 
within our industrial system which | But they will not, after this, be 
: have characterized Great Britain|able to pretend that their claims 
throughout all the difficulties of |4%e in the public interest or that 


the war and the transition from 


war to peace. The nature of our 
. industrial relations system entails | 
responsibilities on both sides to! mere! 


problems. | 





| . . . « . 
|} economic position and in ensuring 





ing exhausted well before 1950. 
_ that there is such a large and sus-| But shall we be able to face | 
| tained increase in production as|our overseas obligations, anyhow. | 
will enable us to have sufficient | when that time comes. if we go on | 
goods to pay for our essential im-|as we are now? As it is, we are| 
poris and to meet the urgent needs/|striving for the maximum of | 
of the people at home.” 'everything and getting not enough | 
\of anything. We have obligations | 
|to honor, promises made to this 


Paper Crilicized at Home 


_ While recognizing that Britain|or that section at home, and the 
is up against a tough proposition, |inescapable necessity of buying 
British editorial comment on the imaterials and honoring engage- 
white paper has been rather caus- | ments abroad. We cannot re-equip 
tic. “Not a word of this, of course,|industry as we should, because 
is new, comments the “Econo-| production is not high enough. 
mist.” “What is new is that the! But productivity is too low be- 


Government has at last been 
_brought to admit the fix that the 
country is in and that the trade 
}unions have endorsed the state- 
There will, no doubt, be 
many attempts blandly to ignore 
ithe painful implications of the 
clear statement of facts. Trade 
/unions will, no doubt, still prefer 
‘claims for 40-hour weeks end 


cause capital and plant need re- 
equipment. Reduced native man- 
power must be compensated for, | 
by immigration or _ increased | 
mechanization, or both. But the! 
one meets ‘political’ obstacles he- 
cause labor, with more jobs than 
workers, has a stronger tactical 
position than before and is loth 
to have it weakened. And mech- 
anization—well, that is caught up 
in the vicious circle already de- 
scribed. 

“In these terms, frankly, the 
national problem is insoluble. To 
try for all at once will be to 
achieve certain failure. Should we 
not recognize this, and start our 


| ment. 


they are anything more than un- 
patriotic exploitation of a tem- 
porary bargaining advantage. Nor 


will the Government be able 


lated sterling balances and there- 
fore represent no accretion of 
much - needed hard currencies 
Therefore the belief persists in 
Britain that the American loan 
was not sufficient to tide Britain 
over the transition to self-support. 
An informed view of this aspec 
of the British problem is given b; 
Lord Balfour of Burleigh, Chair- 
man of Lloyd’s Bank, Ltd., in his 
address at the bank’s annual meet- 
ing on Jan. 31, 1947. Unfortunately 
space does not permit more than a 
limited quotation from Lord Bal- 
four’s address, to wit: 

“That trade deficit involves a 
drain on our exchange reserves 
which would be serious enough, 
but unfortunately it is not the only 


source of strain. Far from receiv- | 


ing reparations from Germany, 
for example, th:s country has been 
compelled to send large quantities 
of foodstuffs into the British zone 
simply to avoid economic chaos 
there, and assistance must also be 
given to other ex-enemy coun- 
tries, such as Austria and Italy. 
So grave would be the conse- 
quences of an economic break- 


| 
| 


| 


} 
{ 


down in Europe that no responsi- | 


ble person can question the wis- 


terest, though perhaps one may 


| 


make a bargain. 


A Heavy Burden 

“From what has been said al- 
ready it will be apparent that this 
search for so-called ‘hard’ cur- 
rencies is dictated by the eco- 
nomic realities of our situation... 

“These fac's illustrate the weight 
of the burden to be assumed by 
us on July 15, 1947. The restora- 
tion of free convert-bility of ster- 
ling earned in current transactions 
was one of the obligations en- 
tailed by the acceptance of the 
American loan of $3,750 millions, 
and. as I have already mentioned, 
events subsequent to the signature 
of the agreement have combined 
to intensify our doubts as to the 
sufficiency of the amount of the 
loan. It must, however, always 
be remembered that if the risks 
are great the reward of success 
would be great indeed also. It 
would be nothing less than the re- 
establishment of sterling in its 
proud position of a universal in- 
ternational currency.” 


Will Sterling Become Convertible? 
Some weeks ago Dr. Paul Ein- 


zig suggested the possibility that | 
dom of this policy in our own i4-. Britain may not. be able to live | 








y to wave aside the Opposi- 
work together not only for the | tion charge that they are fiddling 


common goed of the industry on| with - naticnalism while Rome 
which both depend, but also for| burns. Indeed the Gavernment 
the common good of the country seems to be swinging over from 


thinking all over again, from the 
beginning? Perhaps it would be 
a wise approach if the two sides in 
the Naticnal Joint Advisory Coun- 
cil were to ask the Government 





as a whole. ‘These responsibilities | Pollyanna practices to an almost 


are greater today than they have - exaggerated alarmism. The white | 
ever been. 


_paper with the week-end speeches 


how it prcposed to buy the first 
essentia! in a plan for step-by- 


be permitted to express regret 
that Germany could not have been 
made to be self-supporting from | 

an earlier stage of the occupation. | an escape clause in the loan agree- 


sterling freely 





It is patently in our interest that| ment. In the light of the white | 


the labor and industrial plant of paper herein described such an 


Germany and of Italy should be eventuality does not appear en= | 





step rehabilitation—namely, time. 





brought into production and not! tirely far-fetched. 


up to its undertaking to make } 
convertible next | 
July but may have to resort to ~ 
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The Imbalance Between Wages, Prices and Profits 


(Continued from page 873) 
OPA in June of last year. But 
the troubie goes further back than 
that. The truth is that before V-J 
Day wages were already badly out 


fear is apparent on all sides. It is 
shown in the behavior of the stock 
market, which has been crawling 
on its belly for many months now. 
It is shown in the behavior of the 


of balance with prices and profits. 
This is shown clearly by the fact 
that whereas the proportion of the 
gross value of private output go- 
ing to wage earners remained 
practically the same—about 50% |/retail level and in the efforts 
—over the period from 1939 to|;which retailers everywhere are 
3945, the fraction of the gross’ making to trim their inventories. 
value of output going into corpo- The fact is that it is generally 
rate profits before taxes rose from! recognized that the present mar- 
742% in 1939 to between 15 and ket is being sustained by a num- 
16% in 1944 and 1945. ber of abnormal factors which 
In absolute dollar terms in the|cannot be expected to last much 
year 1945 corporation profits be-|longer. First, during 1946 business 
fore taxes amounted to $22 bil-|spent about seven billion dollars 
lions. The net income of non-|to replenish inventories and to fill 
agricultural proprietors was $13|the pipelines. That restocking is 
billions. And the reserves for de-|finished. Indeed, there is some 
preciation, depletion, etc., to about! reason to believe that the pipe- 
ten billion dollars. In other words,|lines are overflowing so that we 
what might be called gross profits; must expect in 1947 not only a 
amounted to the fabulous total of decrease of seven billion dollars of 
$45 billions. The question natur-|business spending for inventory 
ally arises, how was our system purposes but perhaps even a fur- 
able to function with so large a'ther cut as business seeks to liqui- 
sum going to the business com-|date some portion of its present 
munity rather than to consumers? |inventory position. 
The answer of course is that the} Second, business investment in 
government was taking almost|plant and equipment has been 


forward commodity markets where 
prices for forward delivery are 
quoted at substantial discounts 
from spot prices. It is shown in 
the price cuts for soft goods at the 





fully accept my reasoning, how- 
ever, it should be obvious that the 
business community generally is 
thinking along some such lines. 
How else explain the well-nigh 
universal expectation of reces- 
sion? 
What Remedy? 

Turning back to the question of 
the imbalance between wages, 
prices and profits, it is an extraor- 
dinary and I think hopeful thing 
that both sides in the controversy 
over wages, management as repre- 
sented by the National Association 
of Manufacturers, as well as labor 
are agreed that prices have run 
away from wages and that the 
present situation cannot last. But 
while the two sides agree in their 
diagnosis of the trouble, they dis- 
agree on the remedy. Management 
contends that the way to restore 
balance is to hold wages where 
they are now and permit prices to 
fall. Labor on the other hand is 
asking that wages be increased to 
permit workers to meet the pres- 
ent cost of living. 


Before discussing which of these 
remedies would best serve the na- 
tional interest let me point out 
that the proposition that prices 
have run away from wages can 


prices which I believe is required happens in periods of prosperity, 
to bring our ability to buy into|and it is always reversed in pe- 
balance with our ability to pro-|riods of depression. The wages of 
duce. So sharp a decline of prices |low-paid workers are the first to 
could not fail- but result in a re-| go down when jobs are scarce, and 
cession of serious consequences to|they go down faster and further. 
all of us. And with regard to the school 







50% of the output for war pur-jrunning at extremely high levels. 
poses, was cutting deeply into/Thirteen billion dollars in 1946 
} gross profits through wartime/was spent for durable equipment 


, taxes and was borrowing the dif- 
ference to meet the government 
deficit. lt was government de- 

| mand that kept the economy going 
at full blast in spite of the mal- 
distribution of purchasing power. 


Situation After V-J Day 

That was the situation just prior 
to V-E Day. With the approach 
of V-J Day the outlook was even 
more grim. For it was clear at 
that time that with the cessation 
of hostilities overtime would rap- 
idly disappear, downgrading of 
of workers would set in and a 


and an additional four billion for 
construction. 

These expenditures were sub- 
stantially greater than were re- 
| quired in 1941 and 1942 to mobil- 
ize our economy for total war, 
that ‘is, to bring our production 
from about 60% of capacity to 
total capacity operations and at 
the same time to tool up the econ- 
omy tor the production of the 
itlood of tanks, planes, ships and 
| guns that were required to win 
the war. There is reason to be- 
jlieve that the investment of 1946 
‘has skimmed the cream off the 





be put another way, namely, that 
profits have run away from wages. 
This is obvious, since profits ac- 
count for the major part of the 
difference, the margin, between 
wages and selling price. When the 
NAM agrees that prices are too 
high compared to wages and have 
got to come down, it is also agree- 
ing that profits are too high com- 
pared to wages and must come 
down. So there is no disagree- 
ment between management and 
labor on this point either. Man- 
agement cannot continue to get as 
large a piece of the national pie 
as it has been getting in recent 
months. And management agrees 
that this is true. 


| the lower-paying civilian indus- | 


| was that average hourly as well|the elimination of: price control 


' great 
} on the one hand and prices and) will be choked off just as it was 


jJarge fraction of workers in manu- | postwar investment opportunities 
facturing would have to give up and that the present level of in- 
work in the high-paying war in~ | vestment expenditures cannot con- 
dustries to find employment in/tinue for very much longer. In 
this connection it should be noted 
tries. In other words, the outlook |that the rapid rise of prices since 
as weekly 


earnings would fall!creates a strong probability that 
sharply, 


increasing the already|the volume of construction, both 
imbalance between wageS!residential and non-residential, 


Now which of the two remedies 
proposed—a rise of wages or a fall 
of prices—would be best for all 
of us? That is the heart of the 
debate. My own position is that 
a strong case can be made for a 
position down the middle — some 
fall of prices on the one hand and 
some rise of wages on the other. 
Let me explain why I think so. 


' profits on the other. 

It was this situation and this 
prospect which led to the formula- 
tion of the Administration’s new 
wage-price policy in the fall of 
1945. The President, you will re- 
call, said that en increase of 
wages within the framework of 
| stable prices, that is, an increase 
i |of wages coming out of profits 
was “imperative” both to protect 
the standard of living of workers’ 
i families and more important to 
: sustain purchasing power in the 

interest of continued full employ- 
ment. I need hardly remind you 
that the Administration had hardly 
/ enunciated the policy before it be- 
gan to run for cover.. In February 
of last year the Administration 
surrendered to the steel industry. 
\And it .wasn’t very long. before 
‘that surrender developed into a 
_general rout. By the time the Con- 
‘gress got around to emasculating 
the stabiliaztion statute a major 
part of the damage had already 
‘meen done. 

| Now most of you know from 
‘your own and bitter experience 
‘that since the OPA was crippled 
ilast June prices have simply run 
“away from wages. The actual facts 
are these: In the six months from 
jJune to December of last year 
“wholesale prices spurted by 24%, 
and consumer prices jumped by 
15%. Over the same period aver- 
age hourly earnings in the manu- 
facturing industries rose by only 
4 to 5%. This has cut deeply into 
the standard of living of millions 
eof families. But more important 
Mit is this development which lies 
behind the fear to which I have 
already referred, that a recession 
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in 1919-1920. 


| Third and finally, the volume 
iof consumer expenditures in 1946 
was also sustained by a number 
of abnormal factors which must 
be expected te disappear in the 
course of 1947. The veterans 
have already built up their basic 
wardrobes. The civilian popula- 
tion has made good a substantial 
proportion of its backlog require- 
ments, particularily of the soft 
goods. With regard to the demand 
for hard goods it should be borne 
in mind that a substantial propor- 
tion of the potential reflation of 
consumer credit has already taken 
place and that the wartime savings 
—never very large—of the lower 
half of our population has already 
been used up. 


Consumer Demand to Decline 10% 


Putting these factors together, 
it would seem to me that a de- 
crease of demand, both business 
and consumer, of about 10% must 
be expected sometime during this 
year. On the other hand, produc- 
tion is steadily increasing as bot- 
tlenecks are removed and output 
per man hour increases. After 
World War I output per man hour 
increased by 10% per annum for 
each of three years. I shall be 
very much surprised if we do not 
better that performance this time. 
I cannot see how our capacity to 
produce this year can increase by 
less than 10%. 

A 10% decrease in demand plus 
a 10% increase of production 
spells a more than 20% decline 


in priees unless something is done 





qill strike sometime in 1947;-This 
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to prevent it: Whether or not you 


It must be clear to any thought- 
ful person that many prices have 
skyrocketed out of all proportion 
not only to wages but to other 
prices as well. It would be neither 
wise nor feasible to get wages and 
other prices up to these fantastic 
levels. And we should not forget 
that wage increases large enough 
to prevent any fall of prices from 
present levels might easily touch 
off a new wave of speculation and 
hoarding such as that which we 
had last year. If this happened, 


more, and when the crash came, 
as it is bound to come, it would 
be that much more serious and 
would hurt that much more. 


Drop in Prices Bring Depression 


On the other hand, it should be 
equally clear that a sharp and gen- 
eral decline in prices would result 
in serious losses to business on 
the inventories they hold, and 
might easily cause a dangerous 
decrease in production and em- 
ployment. We have never had a 
sharp general decline in prices 
without these consequences, with- 
out bankruptcies, unemployment, 
in a word, a depression. Surely a/| 
general increase of wages which 
would increase buying power and 
so cushion the decline in prices 
and the resulting blow to business 
has much to be said for it. 


It is my judgment, as I indicated 
above, that if wages are not in- 
creased, prices will fall by about 
20% sometime this year. This 
would just about wash out the in-1 
crease in prices which took place 


prices would spurt upward once | 


This recession can be avoided, 
or if not avoided altogether, its 
force can be reduced by a general 
increase of wages. The question 
is how much. I do not want to 
be dogmatic, but I would like to 
suggest that a 15% increase of 
wages on the average—more in 
some cases and less in others — 
would hold the decline in prices 
to between 5 and 10% and take 
the sting out of the recession that 
just about everybody expects. 
Perhaps another combination of 
Wage increase and price decrease 
would be better. I leave that to 
you. In making up your own pre- 
scription remember that wages 
amount to about 50% of the gross 
value of output, so that the sum 
of the wage increase and the price 
decrease necessary to restore bal- 
ance between purchasing power 
and output must be greater than 
the decrease in prices, if that is 
the only factor employed. What- 
ever combination you prefer, it 
does seem to me that it makes no 
sense to sit-on our hands and not 
lift a finger to prevent, or at least 
reduce, the force of the recession 
which almost everybody expects. 


Wants Wage Increases 


It would be statesmanship of 
high order, statesmanship that 
would benefit business no less 
than the rést of us, if management 
would grant wage increases to in- 
crease buying power at the same 
time as it is compelled to reduce 
|prices to push sales. Why does 
/not the NAM see this? Well, there 
are two reasons which they ad- 
vance. First, they say that even 
if business generally is making 
record-breaking profits, which it 
is, not all firms or industries are 
in*such favored position so that a 
wage increase will put some firms 
into the red. 

This argument, I must say, 
doesn’t make much sense. You 
will remember that the NAM has 
jagreed that prices are too high 
‘and must come down. Since prof- 
|its, as I pointed out, account for 
|the major part of the difference 
'between wages and selling price, 
,\the NAM has already agreed that 
|profits are too high and must 
|'come down. Surely business prof- 
\its are squeezed just as much by 
‘a fall of prices with wages re- 
|maining the same as they are by 
‘a rise of wages with prices re- 
|maining the same. The truth is 
ithat the inefficient firm cannot be 
|protected from the effects of its 
lown inefficiency. Such firms lose 
‘money until they go out of busi- 
ness, and they always will. The 
difference between the two rem- 
edies for our present trouble 
which we are discussing is this: 
If prices are allowed to collapse 
‘and a recession results, not only 
| inefficient firms but hundreds and 
| indeed thousands of efficient firms 
las well will be forced to the wall. 
That is what always happens in a 
recession. A general wage in- 
crease which prevents a recession 
means fewer business bankrupt- 
cies and not more. 

The second argument advanced 
by the NAM is that an increase 
of wages will help only the organ- 
ized workers and will not help 
the unorganized workers and the 
fixed income groups, the govern- 
ment workers, the school teachers, 
the policemen, the postmen, etc. 
A fall of prices on the other hand, 
it is urged, will reduce every- 
body’s cost of living. This argu- 
ment is plausible, but I do not 
believe it will stand up under 
examination. One of the outstand- 
ing facts of recent years is that 


wages of 1ow-paid workers, unor- 
ganized and organized both, have 
increased more since the outbreak 











teacher, the policeman, the fire- 
man, and so on, surely it doesn’t 
make sense to try to redress the 
injury which the rising cost of 
living has done these groups by 
putting the rest of the country 
through a depression. There is a 
more sensible way to right the 
wrong done these people, namely, 
for the Federal Government, State 
governments and municipal gov- 
ernments across the country to in- 
crease their wages. 


NAM’s Objections 


Now the spokesmen for the 
NAM are smait enough to know 
these things. Why, then, do they 
oppose wage increases at this 
time? The answer, I regret to say, 
is that some of them at least do 
not want to prevent a recession. 
Indeed, they prefer one. They are 
tired of labor that is “independent” 
because there are plenty of jobs. 
They wish, as they put it, to re- 
store “discipline.” They wish to 
see lines of men before the factory 
gates waiting hat in hand for jobs 
that aren’t there. 


To these men I should like to 
say that it is easier to unleash the 
forces of depression than to bring 
them back unaer control. And I 
should like to remind them that 
as our whole history shows, a de- 
pression which would bring labor 
to its knees would bring farmers 
and businessmen and the economy 
generally to its knees at the same 
time. That way lies disaster for 
all of us. 


We can only hope that the 
forces of reason, of moderation 
and goodwill wiil prevail. We can 
only hope that management will 
sit down with labor to work out 
this problem amicably, .. raising 
wages to increase buying power 
and at the same time reducing 
prices to push sales. Recession 
can be avoided. Prosperity can be 
maintained. The way is clear and 
the method simple. All it takes is 
good sense and goodwill. I know 
you will join mein hoping: that 
these qualities prevail, 


Warren Wood With 
Baker, Simonds Co. 


(Special to Tue FinaNcraL CHRONICLE) 
DETROIT, MICH. — Warren A. 
Wood has become associated with 
Baker, Simonds & Co., Buhl Bldg., 
members of the Detroit Stock Ex- 
change. Mr. Wood was formerly 
with Alison & Co. 








With Southeastern Secs. 
(Special to THe Financia, CHRONICLE) 
JACKSONVILLE, FLA.—Frank 
C. Pelot has been added to the 
staff of Southeastern Securities 
Corporation, 304 West Adams St. 


With A. B. Morrison Co. 
(Special to THE FINANCIAL CHRONICLE) 
MIAMI, FLA.—George E. Pat- 

terson, Jr., is now with A. B. Mor- 

rison & Co., Congress Building. 


With Robt. F. McMaster Co. 
(Special to Tue FiInancraL CHRONICLE) 
CHICAGO, ILL. — Frederick R. 
Kelley has become associated with 
Robert F. McMaster & Co., 135 
South LaSalle Street. 











Joins Shearson, Hammill 
(Special to THe Financia CHRONICLE) 
CHICAGO, ILL.—Barley Ells- 
worth Arrington has been added 
to the staff of Shearson, Hammill 
& Co., 208 South LaSalle Street. 


With Paul H. Davis & Co. 
(Special to THe PINancrat CHRONICLE) 

INDIANAPOLIS, IND.—George 
W. Dyer, Jr., has become affiliated 














between June and December of 





of the war than have the wages 


last year. This is the decrease of jof high-paid workers. This always ichants Bank Building? ~~~ 


with Paul H. Davis & Co.; Mer= — 
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Defects and Remedies of Banking 


ing critical periods may not be at centration 


(Continued from page 876) 
between such agencies and the su- 
pervisors of .. . States.” 

There is plenty of evidence to 
the effect that it was not easy for 
the rival authorities to realize 
even such progress as has been 
achieved in devising harmonious 
courses of action. But, it is more 
worrisome still that the regulatory 
authorities themselves have been 
unwilling to predict that this co- 
operation can be guaranteed to 
endure. Thus, in its “Annual Re- 
port for 1938”,2 the Board of Gov- 
ernors argued that the interpreta- | 


tion of the recently achieved vol-| 


untary agreement regarding uni- 
form policies of bank examination 
between the Comptroller of the 
Currency, the Federal Deposit 
Insurance Corporation, and the 
Board of Governors, “may vary 
from time to time in accordance | 
with the points of view of those | 
responsible for the policies of the 
three agencies.” Nor was it so| 
long ago that the Federal Deposit | 
Insurance Corporation entered the | 
lists against the Board of Gover- 
nors of the Reserve System as the 
champion of the exchange-charg- | 
ing, and, therefore, non-member | 
banks, on the issue of whether | 
the absorption of an exchange 
charge by a balance-holding city | 
correspondent constitutes an in- 
direct payment of interest on a 
demand deposit. 

All this is part of the official | 


all in conformity with national 
credit policies. This is a matter 
we heard a lot about in 1933 and 
may hear much more of again; 
and it may perhaps be regarded 
as the basic complaint of the 
Board; and the conclusions of this 
paper are predicated on the as- 
sumption that this complaint is 
legitimate. 

The Board of Governors did not 
by any means, however, exhaust 
the subject of the inadequate 
adaptability of our existing bank- 
ing structure to the requirements 
of general credit policy and there 
are many respects in which econ- 
omists would want to supplement 
it. Take, for instance, the problem 
of the effects of the Treasury’s 
drawing in funds from particular 
parties at given times by—say— 
taxes and thereby diminishing the 
reserve balances of certain mem- 
ber banks; and, then, later, to dis- 


burse these funds to those who 
may keep their deposits more 
largely in non-member banks. 


There is a wide dissimilarity be- 
tween the reserve requirements of 
some States applicable to deposits 
of non-member banks and those 
which Federal Reserve member 
banks must meet. Not only do 
percentage requirements vary, but 
some States include securities and 
cash in vault in legal reserve 
funds and it is customary to per- 
mit varying amounts of deposits 


record and must be shocking in-| with city correspondents to be 
deed to those who believed with| counted as reserves. When this 
Superintendent Broderick of New jatter procedure is permitted the 


York in 1944 that:4 


|pyramiding of reserve credit into 


“Such disparity as still exists|the vast overstructure of deposits 
in banking practices due to dif-| held by the public may proceed to 
ferences in laws will tend to dis- a much greater degree than if all 
appear as the national program is | banks were members of the fed- 


carried out and all banks having eral reserve system. 


In the case 


deposit insurance become mem-/of Iowa, for imstance, a deposit 
bers of the Federal Reserve Sys- credit at a member bank may 


tem.” 


Problems of Bank Organization 
and Control 


| comprise 85% of the required re- 
‘serve against demand deposits 
of acommercial non-member bank. 
Shifting of deposits back and 


For a variety of reasons econ-| forth among the 6,400 non-member 
omists ought to be more concerned |insured commercial banks and the 
than they have been with the/ 6,900 member banks, affecting as 
problems of bank organization and it does the reserves required of 
control. At the present time the) particular classes of banks, may 
fashion is to interpret changes in| thus exert profound effects upon 
the national income in terms of | credit conditions. Such differences 


the ratio that has prevailed be-| in 
investment. | 


tween savings and 
Certainly, in realistic studies of 


reserve requirements com- 
plicate the task of the reserve ad- 
ministration, not only in estimat- 


this problem, adequate attention|ing the needs of the country for 
should be given to any failure to|}more or less reserve credit, but, 


tailor the powers of our thrift- 
gathering institutions to invest- 


| 


also, of avoiding, through their 
operations, effects that are not 


ment outlets in particular locali-| desired. I wonder if one of the 


ties. Not nearly enough thought 
has been given to the proper in- 
tegration of our auxiliary credit 
institutions, i. e., those which for 
the most part merely distribute 
deposit currency which the com- 
mercial banks initially bring into 
being. 





| 


reasons why it is now so fashion- 
able to disparage the importance 
of monetary factors in business 
cycle theory is not the general 
clumsiness of the system with 
which our general credit authori- 
ties have to deal. Uniformity of 
reserve requirements against sim- 


It would not be expected that! ilar types of deposits would seem 
the Board of Governors would go , to be desirable. 


deeply into the question of the) 


relationships of commercial banks 
to other types of financial institu- 


tions. This would be to pass be-| 


yond the field of the Board’s 
principal responsibility. But one 
broad issue the Board did inject 
into the discussion—the question 
whether examination procedure 
applicable to individual banks 
meshes properly with the general 
credit operations of the Federal 
Reserve banks. Examiners deal 
with local situations on the basis 
' of precedents established over the 
long period of time and the Board 
argued that the combined influ- 
ence of examiners’ opinions dur- 





2 Page 4. 

3 The position of the Board of Gover- 
nors on this matter was made known to 
nae ne} oer on Jan. 24, 1944. See 

edera serve Bulletin, Feb., 1944, ; 
126-131. aa 

4See Annual Report of the Superin- 
tendent of Banks for the State of New 
York for the year 1934, p. 8. The act of 


Congress of June 20, 1939, repealed the | nDOWers m 


provision of the Federal Reserve 
which would have required state banks 
with average deposits of $1,000,000 or 

more to be members of the Federal Re- 

serve System in order to have their de- 
posits insured. 


Problem of Modernization of 
Banking Structure 


Why has it proved impossible 
\to effect any substantial modern- 
ization of our banking structure? 
In answer to this question anyone 
can recite a plenitude of doleful 
facts. But the basic answer is 
that there always appears to be 
a good reason, when a new credit 
agency is created, for giving it 
‘some of the powers of an existing 
agency without relieving the old- 
er agency of responsibility for the 
exercise of these same powers. 
Then, again, it seems not to be 
politic for any authority to make 
suggestions for reform which 
would trespass upon the preroga- 
tives of other authorities. The 
Board of Governor’s indictment 
of 19395 is thus to be regarded 
merely as a bill of complaint. It is 
part of the Board’s apology for 
jits inability to employ credit 
ore effectively to help 





Act | stabilize the economy. One can- 


jnot even be certain that the 
Board would welcome that con- 





5 Covering operations for the year 1938. 


of authority which 
would make its responsibility 
ers, themselves, no one would 


clearer. On the part of the bank- 
seriously contend, I suppose, that | 
the American Bankers Associa- 
tion is so constituted that it can 
act daringly in the direction of 
advocating a redefinition of the 
powers of some types of banks in 
favor of other types, or of 
prosposing limitations on the 
powers of any of the supervisory 
agencies with which the bankers 
deal. 

If any thoroughgoing reform 
plan is to receive serious atten- 
tion from the lawmakers, initia- 
tive will have to be taken by 
economists or by some other non- 
banking group. 


Proposals for Banking Reforms 

This is my apology for offering 
a few blunt suggestions of my 
own, primarily for the purpose 
of stimulating discussions, and 
without confidence that all opin- 
ions can be sustained before the 
experts. But we have had enough 
of compromise and concession in 
the discussion of principles and 
the burden of doubt would seem 
to be against the zealous respect- 
ers of unplanned development. I 
am firmly convinced, moreover, 
that failure to systematize the 
banking structure will encourage 
a far more complete regulation 
by the state of the affairs of all 
business than we have yet ex- 
perienced. Monetary planning 
operates primarily through gen- 
eral forces and, if successful, 
lessens the necessity for the ap- 
plication of specific controls to 
particular enterprises.6 

Proposals which follow ignore 
the question of relationships of 
the commercial banking system 
to the Treasury. As demonstrated 
by the preceding speaker this 
problem alone would require the 
time allotted for an entire paper’ 

My initial proposal isn’t novel 
in any sense. It has been made 
many times. It is merely that all 
demand deposit banks be required 
to belong to the Federal Reserve 
system, and that also the law) 
should be clear that other types 
of banking institutions shall not 
be members of the _ reserve 
system.7 It is the demand deposit 
banks that manufacture the coun- | 
try’s principal exchange media, a| 
part of which other institutions | 
distribute in their loan and invest- | 
ment operations. While it is not 
true that time deposits are never | 
originated through loans ‘and in-| 
vestments, it is generally agreed | 
that it is to the demand deposit | 
banks that we must look if we} 
wish to explain the main fluctua- | 
tions in the outstanding volume | 
of bank credit. Since this is so it 
would seem to follow that the 
reserve authorities cannot ade- 
quately discharge their responsi- 
bilities if they do not have 
supreme supervisory, as well as 
operational, connections with the 
demand deposit banks. 

Two means of bringing all the 
jemand deposit banks into the 
Reserve System have been sug- 
gested. In the first place, Federal 
teserve membership might be 
made a mandate of Congress un- 
der the general authority of the 
legislative branch to regulate the 
ountry’s currency. Secondly, law 
might provide, in the manner of 
he original conception, that the 
only commercial banks which may 
‘e insured by the FDIC must be 
members of the Federal Reserve 
ystem. 

The requirement that all in- 
sured banks must be members of 
‘he reserve system might not be 








6Cf. Harold L. Reed, ‘‘Federal Reserve 
Policy and Economic Planning,’ American 
Rconomic Review, Proceedings, March, 
1933, pp. 108-118. 

7 The nearest the Federal Reserve Act 
comes to confining membership in the re- 
serve system to commercial banks is the 
provision of section 9 that. in acting uon 
applications for membership, the Board 


of Governors shall consider whether or 
not the corporate powers are consistent 





with the purposes of the act. 


| impracticable 
|deposit banks the 





adequate to accomplish the pur- 
pose in hand. I, therefore, favor 


ithe employment of both of the 
above measures. It certainly is a 
matter of concern that at the 


/present time there are almost as 


many insured non-member banks 
classified by the Board of Gov- 
ernors as “commercial” as there 
are member banks. 

The problem of distinguishing 
between commercial and non- 


|commercial banks presents certain 


technical difficulties and it will 
be argued later that it would be 
to deny demand 
right to deal 
in time deposits. It will be neces- 
sary, therefore, to set up some 


arbitrary test in distinguishing be- 
tween commercial and non-com- | 


mercial banks, such as the fixing 
of the percentage of the bank’s 
total deposits—say, at 30%—that 
must be of the demand character. 


| Further reliance upon the discre- 


tion of authority might be neces- 
sary in cases like some trust 
companies whose non-deposit op- 
erations reach large proportions. 


Proper Methods of Examinations 

If we assume, however, that the 
technical difficulties of distin- 
guishing between commercial and 
non-commercial banks can be 
surmounted with sufficient preci- 
sion for legislative purposes the 
next problem would be that of the 
proper method of examination and 
supervision of the commercial 
banking system. Guiding princi- 
ples in my opinion, should be the 
following: 

1. The overlapping authorities and 
powers of federal agencies 
should be minimized by statu- 
tory law; and, 

. Any such legislation should con- 
centrate supervisory authority | 
in the system that is charged 
with the principal responsibili- 
ty for the determination of gen- 
eral credit policy; and, 

3. Every feasible administrative 
device should be employed to) 
coordinate the supervisory ac- 
tivities of state and federal 
agencies. 

In discussions of the problem 
of reducing the area of overlap- 
ping supervisory powers possessed 
by federal agencies opinions have 
differed as to whether it would 
be wise to increase the authority 


of the Federa] Reserve system, 
ithat of the Comptroller of the 
Currency, or of the Federal 


Deposit Insurance Corporation. To 
me it does not seem logical to 
provide that unification should 
proceed by giving the insurance 
authority the general credit re- 
sponsibilities of our central bank- 
ing system. Equally indefensible 
would it seem to be to try to 
develop the federal chartering 
system, the National Banking sys- 
tem, into an agency for the deter- 
mination of general credit policies. 
There would thus seem to be no 
alternative, if we sincerely want 
unification and modernization, to 
concentrating supervisory power 
over demand deposit banks in the 
Federal Reserve system. In un- 
dertaking such a course, however, 
we should not lose the benefits 
of the National Banking system’s 
most important asset, its devel- 
oped examination facilities. It is! 
thus here urged that: 


1. There be legislation to have the | 
office of the Comptroller of the 
Currency absorbed into the. 
Federal Reserve System and/| 
that the Federal Reserve ex- 
amination system be reorgan- 
ized in a way appropriate to) 
this fact; and, 

. Congress provide that, as soon 
‘as any state government under- | 
takes to promise reasonably | 
similar state charters to nation-| 
al banks operating in its terri-| 
.tory, the Federal government | 
shall cease therein to hold the 
charters of banks of demand) 
deposits. Eventually it would | 
be hoped, the national banking 
system could be liquidated. 

. Law should also provide that | 
the certification of demand 
posit banks for insurance status 





in the FDIC is a responsibility 
of the Board of Governors of 
the Federal Reserve system and 
that the FDIC should be re- 
lieved of all supervisory au- 
thority over the country’s com- 
mercial banks. Under this ar- 
rangement any losses to the 
FDIC resulting from the certi- 
fication of commercial banks 
that fail would be regarded, of 
course, as a responsibility of 
the Federal Reserve system. If 
the technical objections to this 
arrangement are deemed valid 
it at least could be provided 
that an insurance department 
be set up in the reserve sys- 
tem. But this is advocated only 
as a last resort. 

The general objective is thus to 
provide for compulsory member- 
ship in a reserve system composed 
solely of state-chartered commer- 
cial bank members. 


Comptroller of Currency 


The proposal to have the Fed- 
eral Reserve System absorb the 
office of the Comptroller of the 
Currency is an old suggestion and 
is made for several reasons. In 
the course of its honorable career 
the office of Comptroller has de- 
veloped prestige; and precedent, 
as well as statutory provisions, 
supports it standing before courts 
of law. It has assembled, more- 
over, a superb staff of bank ex- 
aminers. The most spirited attack 
on the proposal to merge this of- 
fice into the reserve banking sys- 
tem was made by Comptroller 
Dawes in 1923.8 At this time, how- 
ever, there was little duplication 
of supervisory authority, at least 
in comparison with recent stand- 
ards of confusion, and the Federal] 
Reserve System was then young 
and relatively untested. Experi- 
ence, moreover, had not then in- 
dicated so clearly the intimate 
connection between supervision 
and credit management. 


The abandonment of Federal 
chartering implies that such uni- 
formity in commercial banking 
procedures as is henceforth to be 
regarded as essential would have 
to be obtained under the authority 
of a revised section of the statute 
having to do with membership re- 
quirements in the Federal Reserve 
system. Presumably, under the 
general power of Congress to reg- 
ulate the nation’s currency, mem- 
bership requirements could be 
made as specific and detailed as 
necessary for the purpose of keep- 
ing sound those institutions which 
provide the country with its prin- 
cipal medium of exchange. In mat- 
ters, however, that are primarily 
procedural in character, or which 
embody merely local ideas of 
eguity and do not affect the sol- 
vency or adaptability of commer- 
cial bank operations to national 
credit policies, such, for instance, 


| as methods of exacting interest on 


loans, it wouldn’t seem to be a 
primary concern to the reserve 
authorities what state law pro- 
vides. 

For those who think it is a reck- 
less proposal to advocate the even- 
tual abolition of the national char- 
tering of commercial banks, all of 
which must be members of the 
reserve system, I would point out: 


1. If the Federal Reserve system 
had existed in 1863 we prob- 
ably would never have heard 
of the National Banking sys- 
tem; and 
The national government, sim- 
ply as a matter of diplomacy, 
must make some concession to 
state governments if no state 
commercial bank is to be al- 
lowed to exist without meeting 
the eligibility requirements of 
the Federal Reserve system; 
and, 

. Even now there are over 1,800 
state-chartered members of the 
Federal Reserve system with 
deposits amounting to more 
than a half those of national 
banks. 


The rival suggestion to try to 
achieve unification in our com- 


| 8 See the Report of the Comptroller of 


the Currency for 1923, pp. 17-24. 
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mercial banking system by requir- | 
ing the Federal Chartering of all 
commercial banks goes too far to 
be practicable and its frequent 
reiteration has retarded prospects 
of modernizing the system. 


Dual Supervision 

It is true that what is here ad- 
vocated would leave commercial 
banks subject in some degree, at 
least, to dual supervision. There 
is no way by which a state gov- 
€rnment can be prevented from 
€xamining banks it itself has char- 
tered. But the danger that some- 
time in the future the FDIC may 
develop into a supervisory system 
rivaling the Federal Reserve sys- 
tem, at least, would be averted. 
With the abandonment of the na- 
tional banking system, moreover, 
we would no longer have to wit- 
ness the spectacle wherein more 
liberal powers are sometimes con- 
veyed to state bank members of 
the reserve system, in such mat- 
ters as mortgage loans,? than are 
granted to national banks. The 
FDIC, moreover, as it will appear 
later, would still continue as an 
insurance system for commercial 
banks, and, even as a supervisory 
agency for certain non-commer- 
cial institutions. 

There is current in discussions 
of banking reform another pro- 
posal that, so far as demand de- 
posits are concerned, would re- 
moOve any necessity of continuing 
the FDIC as a supervisory agency | 
for commercial banks. This is the 
scheme to require banks to main- 
tain 100% reserves against all 
their demand deposits. But while 
this plan embodies a logical phi- 
losophy and offers the incidental | 
advantage of making the insurance 
of demand deposits unnecessary, 
I think it would be a mistake to 
freeze reserve ratios at the present 
time at any particular level, even | 
though that level be 100%. As 
indicated above, future credit | 
problems will require the most| 
expert administrative treatment | 
and I doubt if the time is ripe to 
have the Federal Reserve banks | 


give up any of their yer mre d 


weapons. The power to change 

reserve ratios may be needed in| 

the future because this weapon | 
possesses certain properties not 
inherent in discount and open | 
market operations.1° | 

Savings and Time Deposits | 

How to straighten out the rela- | 
tionships of commercial banks to | 
the Federal supervisory agencies | 
constitutes, however, only a small | 
part of the problem of reforming | 

the banking structure. A very im- 

portant aspect of the problem and | 

one that too often is neglected is | 
that the proper integration of| 
commercial banks with those in-| 
stitutions which mobilize thrift 
and whose advances should be| 
especially adjusted to the neces- | 
sities of the local community.!! | 

Aspects of this problem that are 

of special importance are the fol-| 

lowing: 

1. The extent to which the small | 
saver should be serviced by | 
time deposit departments of | 
commercial banks instead of by | 
specialized thrift institutions | 
like the mutual savings banks; | 
and, 

2. Whether these specialized thrift 
institutions should be organized | 
as independent corporations | 

under separate sections of the) 


| 
banking law of the state instead | 


9In New York State, for instance, state 
member banks may loan an amount equal 
to 6624 the appraised value of the prop- | 
erty that is mortgaged. National banks, | 
may not loan an emount in excess of 60% 
of the appraised value of the property. 





10 It may take a long time, for instance, 
for Federal Reserve open market opera-| 
tions conducted in the country’s money | 
market centers to affect the reserves of | 
interior banks. 


11 Savings that ctherwise would find an | 
investment outlet may remain as inactive | 
hoards if there is no local use for the | 
funds and if their external employment is | 
prohibited by market frictions, ignorance 
of outside cone** and other such fac- | 
tors. 


of as departments of a general 

Savings institution; and 
3. If departmentalization, instead 

of separate corporate existence, 

is to be preferred, the proper 
means to bring about a change 
in the existing situation. 

If all localities were large 
enough to support a fully equip- 
ped set of thrift-gathering insti- 
tutions it might be feasible to 
cons.der plans to effect a complete 
separation between commercial 
and non-commercial banking. But, 
in the smaller communities, par- 
ticularly, the necessities of realiz- 
ing economies in overhead ex- 
penses, of conveniencing bank 
customers, and of encouraging a 
reasonable degree of competition 
seem to make it necessary to per- 
mit commercial banks to continue 
time deposit departments. 


Since it thus seems impractica- 
ble to effect a complete separa- 
tion between commercial and non- 
commercial banking it is pertinent 
to esk if the time is not ripe to 
revive the old proposal to require 
the segregation of assets, as be- 
tween demand deposit and time 
Geposit departments of commer- 
cial banks. This proposal, of 
which little has been heard since 
the creation of the present system 
of Federal deposit insurance, is 
here put forward, not only for the 
classical reason that it would lead 
banks to adjust their earning as- 


sets more scientifically to the 
character of their deposits, but, 
also, for a special reason that 


arises out of the position accepted 
in this paper of how best to mini- 
mize the degree of overlapping 
authority possessed by the differ- 
ent supervisory agencies. Under 
the plan of segregating assets ar- 
rangements would tend to be facil- 
itated between Federal reserve 
and state examination authorities 
whereby the Federal agency could 
give especial attention to the com- 
mercial department and the state 
authority to the savings depart- 
ment of a commercial bank. In 
this way, the evils of overlapping 
supervisory authority in the com- 
mercial banking field might be 
greatly minimized. 

But, even though commercial 
banks retain, as they will, their 
time deposit departments, special 
state-authorized institutions will 
continue to flourish in the field 
of thrift-gathering and I do not 
regret this is so. The theoretical 
basis for this deference to spe- 
cialized savings institutions is the 
preference for a banking system 
that, so far as is possible, meets 
the requirements of borrowers by 
methods that utilize already exist- 
ing credit before new credit is 
originated. When a saver trans- 
fers funds from the demand to the 


time-deposit department of a com- 
mercial bank, he does not directly 
increase the lending power of the 
bank as a whole. What happens 
from this transfer is merely that 
the character of the bank’s liabil- 
ities has been changed. Any re- 
sulting increase in the bank’s 
loans Or investments will have to 
be the consequence of the reduc- 
tion in the bank’s reserve require- 
ments. But the amount of reserves 
that are thus released depends on 
the arbitrary fixation of reserve 
requirements for the two classes 
of deposits; and, furthermore, 
when a bank makes use of its 
freed reserves it manufactures 
new deposit credit. 

A transfer of a demand deposit 
in a commercial bank to a savings 
deposit in a thrift institution on 
the other hand, either directly or 


| via transactions in common cur- 


rency, has different consequences. 
What then results is in most eases 
that the savings bank becomes the 
depositor in come commercial 
bank. The savings bank is thus 
put in a position to swap its de- 
mand deposit to a borrower. No 


new bank credit is created by this 
type of a transaction.12 


On general priori grounds it 
seems preferable that the existing 
mass of bank credit be employed 
before new credit is manufactured. 
Sluggishly used credit does not 
thereby come into existence which 
at some later date may burst forth 
with inflationary consequences. 
Limiting the volume of credit 
closely to current needs increases, 
furthermore, the contact between 
the central banking system and 
the member institutions and 
makes the latter more dependent 
on the policies of the former. 
Back in 1928 all this was dis- 
cussed under the heading of the 
difficulties of curbing the stock 
market use of credit which initi- 
ally resulted from the operations 
of the reserve banks themselves. 
In the future this same problem 
may manifest itself in different 
guise. But, no matter what its 
special manifestations, the essen- 
tial nature of the problem will be 
the same. 


But there are other reasons for 
welcoming the existence of spe- 
cialized thrift institutions. In the 
first place, their procedures may 
be especially adapted to the en- 
couragement of particular classes 
of savers. Herein, I think few will 
deny the unique advantages to 
some savers possessed by the in- 
stallment share of Savings and 
Loan associations, as against sim- 
ple time-deposit pass book ac- 
counts which do not require con- 
tinued payments at seried inter- 
vals. Secondly, the type of au- 
thorized loans may be especially 
adapted to the investment needs 
of the locality or the general ter- 
ritory wherein the bank is situ- 
ated. Thirdly, these institutions 
are operated and managed by 
those whose minds are not ab- 
sorbed in the quite different 
problems of commercial banking. 


But reasons for dissatisfaction 
with the existing structure of 
state-created thrift-mobilizing in- 
stitutions are also numerous and 
varied. For one matter, too many 
types of institutions provide es- 
sentially the same service so that 
unnecessary overhead expense is 
imposed upon the borrower and 
so that it is often impossible to 
secure as able executive talent as 
otherwise would be available. 
Then, again, each of various in- 
stitutions constantly approaches 
the state legislature with demands 
for special privileges as against 
institutions organized under other 
sections of the banking law. In 
this way the problem of legisla- 
tion and supervision is compli- 
cated by institutional jealousies 
and rivalries. Finally, each type 
of institution insistently demands 
protection against other institu- 
tions which have invaded its espe- 
cial domain. An illustration, here- 
in, would be the Industrial Banks 
of New York which finally got 
the right to accept demand de- 
posits and which incidentally may 
be members of the Federal Re- 
serve system. While all this may 
be right and proper, it has always 
seemed to me that, if the state de- 
sires more commercial banks, it 
should see that they are created 
by direct processes instead of by 
listening to the argument that 
equity requires other types of in- 
stitutions to be protected against 
commercial bank competition. 


The existing system, moreover, 
is replete with inconsistencies and 
impartialities in the treatment of 
particular institutions. Why New 


+ York Savings and Loan associa- 


tions, for instance, should be per- 
mitted to pay a higher rate on 


12 This point might be applied to the 
problem of the fixation of relative re- 
serve requirements for demand and time 
deposits of commercial banks. Differences 
might be determined on the basis of trying 
to get the same effects on the loan volume 
from a transfer of a demand to a time 
deposit in a commercial bank as from a 
transfer of a demand deposit to a savings 
account in a specialized thrift-gathering 
institution. In this way the effects of 
thrift could be more easily analyzed and 
predicted and, moreover, it would no 
Icnger have to be admitted that differences 





in reserve requirements have been de- 
termined in a purely arbitrary manner. 


savings shares than mutual sav- | 
ings banks are permitted to pay 
on savings accounts is a matter | 
that has often been explained to 
me but without leaving any en-| 
aquring understanding. Finally, 
and probably of more interest to | 
economists is the fact that the dif- | 
ferent institutions do not consti- | 
tute a system as a whole that | 
tailors as well as it should the'| 
flow of savings to the needs of | 
borrowers in the community | 
wherein the savings arise. 

Time does not permit compre- 
hensive consideration of the means 
of implementing needed reforms 


thrift-mobilization institutions. 
For those, however, who some- 
time may have the assignment of 
making recommendations to state 


would suggest that consideration 


mergers among the varied types 
of thrift institutions so that, there- 
after, they would operate as sep- 
arate departments of a consoli- 
dated organization, each with its 
assets segregated, instead of as in- 
Cividual corporate entities. If such 
department stores of thrift could 
once blossom, plans of banking 
integration could then be promul- 
gated without encountering as 
much opposition from special in- 
terest as now would originate 
from the necessity that each type 
of institution be protected against 
other types. 

Efforts to systemize the organi- 
zation of non-commercial banks 
will be complicated by the fact 
that there will be 48 state legis- 
latures with which to deal. But 


in the structure of state-sponsored | 





legislatures on this question I| 


it should be remembered that a 
comprehensive reform plan 
adopted by a single state would 
tend to be studied carefully in 
other states. Without being op- 
pressive, moreover, the activities 
of the Federal insurance agencies 
might be so directed as to lend 
encouragement to the wise inte- 
reaig of local banking institu- 
ions. 


Conclusion 


In conclusion it may be reiter- 
ated that what is here advocated 
would tend to unify credit and 
supervisory authority over com- 
mercial banks in the country’s 
central banking system; would 
preserve the office of Comptroller 
of the Currency; would maintain - 
a position of reasonable influence 
for the FDIC13 and would respect 


| state authority to the fullest ex- 


be given to the encouragement of | 





tent compatible with the necessi- 
ties of structural simplification of 
our commercial banking system. 


Although it now seems impos- 
sible ever to lessen the authority 
of an existing credit agency, or 
the powers of particular classes of 
banks, future economic necessities 
may well be such as to create an 
overwhelming demand for genuine 
reform. Economists should at least 
be prepared for such an eventu- 
ality. 





13 The FDIC and the FS and LIC 
would continue as supervisory agencies for 
those state-created institutions that de- 
sire broader insurance coverage than could 


| be provided by a state insurance system. 


Perhaps the appropriate time to combine 
the FDIC and the FS and LIC would 
be after significant progress has been 
— in merging state thrift institu- 
ons. 





Expect New York State Banks to Inaugurate 
Saturday Closings April 5, Day Before Easter 


Stephen’s permissive closing bill passes both Houses in Albany and 
now goes to Governor for his signature. Action of New York Clear- 
ing House Association on Saturday closings expected to determine 


policy of other banks in State. 


From all indications, it appears practically certain now that New 
York State banks will be able to inaugurate Saturday closings as 
early as April 5, the day before®— 


Easter. The Stephen’s permissive CIO to make the Saturday closings 
Saturday closing bill, sponsored by mandatory and to incorporate in 
the New York State Bankers As-, the law a provision prohibiting 


sociation, has already passed both 
houses in Albany and the Gover- 
nor is expected to affix his signa- 
ture to the measure within a week 
or ten days. 


Though, once the bill becomes 
law, any bank could theoretically 
commence closing on Saturday 
whenever it desired, it is under- 
stood in banking circles that it 
will be the New York Clearing 
House Association that will set 
the exact date for the first Satur- 
day closing. All banks in the state 
that want to close Saturdays are 


expected to follow the lead of the 
Association in this matter. The 
large New York banks affiliated 
with the Association must notify 
their foreign correspondents of the 
change in the number of days in 
which business is to be transacted 
and this notification operation is 
expected to require some little 
time. The banks in Massachusetts 
are closing Saturdays commencing 
March 8, it is understood, and a 
preliminary survey of what has to 
be done to achieve Saturday clos- 
ings in this state leads to the con- 
clusion that the New York banks 
may reasonably expect to start 
shutting down Saturdays a month 
later, that is, on April 5. 

Opinion among banks is not ex- 
actly unanimous on the question 
of Saturday closings, but the per- 
missive feature of the Stephen’s 
measure is believed to have been 
largely responsible for successful- 
ly allaying the opposition of some 





upstate banks which do not want 
to close Saturdays. Efforts of the 








banks from reducing the salaries 
of bank employees in going from 
a five-and-a-half to a five-day 
week were also thwarted. It is 
likely anyhow that CIO fears of a 
reduction in earnings from a 
shorter work week are entirely 
groundless. 


It is unlikely, too, that banks 
will lengthen the work-day to 
take up the slack in working hours 
occasioned by the fewer days of 
work each week as this move 
could under certain conditions in- 
volve complicated issues of over- 
time pay. Experience of the first 


few months under the new system 
of fewer days and fewer hours of 
work will indicate to the banks 
any need that may exist for extra 
hours of work. 

As soon as it is definitely deter- 
mined that the banks will close 
Saturdays, the question of Satur- 
day closing will then become im- 
portant to the various exchanges— 
the New York Stock Exchange, 
the New York Curb Exchange and 
the New York Cotton Exchange— 
and the other institutions of New 
York’s financial community. The 
New York Stock Exchange is 
known .to be considering what 
to do itself in the event the banks 
closed on Saturdays. In fact, as re- 
ported in our columns before, 
Emil Schram, President of the 
NYSE, is discussing with members 
of the Exchange all over country 
on whether to add a half-hour or 
more to trading hours each day in 
the event of a five-day week in 
the industry. 
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Railroad Passenger Prospects 


(Continued from page 876) 
wnless the endeavor is genuinely 
wholehearted. 

Such an effort is inescapable for 
several reasons, among which may 
be noted: 


(1) Some minimum volume of 
passenger service must be pro- 
vided anyhow and it is worth the 
effort to find out whether it can 
be made to pay its way. 

(2) Railroad passenger service, 
wnder favorable conditions, has 
shown its ability to gross over 
two billion dollars, and no such 
volume of potential business 
should be lightly discarded with- 
out a struggle both to hold onto 
the volume and to find means of 
enaking it yield a satisfactory net. 

(3) Interstate Commerce Com- 
mission figures produced by a 
formula devised by the Commis- 
sion, showing high operating 
catios for passenger service are 
eonsidered by many railroad men 
to be misleading, on the ground 
that most railroad passenger oper- 
ations are a by-product of freight 
scervice ... and anything they 
vield above direct costs is actu- 
ally a contribution to net income. 

(4) An unfavorable public rela- 
tions reaction would be inevitable 
if the railroads should arbitrarily 
minimize their passenger opera- 
tions without first giving a con- 
clusive demonstration of the rev- 
enue results of a thoroughly mod- 
ern and up-to-date service. 

As the railroads, or at least 
most of them, are committed to 
this experiment, it is not only de- 
sirable but essential that the 
whole industry and its responsible 
officers. should acquaint them- 
selves as thoroughly as possible 
with the characteristics of the 
passenger service, with the prob- 
lems which it presents to the 
principal railway departments, 
and with the present plans and 
accomplishments of the railroads 
and the manufacturers who are 
the leaders in this effort. 


fluctuations in Passenger Traffic 


That there have been enormous 
and violent fluctuations in the 
wailroad passenger business is a 
well-known historical fact. From 
1920 to the low point in 1933 the 
business declined two-thirds in 
volume and 70% in revenue, and 
then recovered 80% in volume 
and 43% in revenue by 1941, be- 
fore the war had any effect upon 
it. During the war the revenue 
exceeded that of 1933 low point 
by 335% and volume (passenger- 
miles) rose five-fold. In 1946, 
with the war rapidly fading into 
history, passenger traffic and rev- 
enues declined, but in September 
of that year while passenger rev- 
enues were down more than one- 
third from September in the peak 
war year of 1944, they were still 
more than double those of Sep- 
tember, 1941, just before Pearl 
Harbor. 

There are some observers of the 
business who think that the serv- 
ice was improperly priced during 
the latter half of the 1920s, since 
during that period the operating 
ratio constantly mounted while 
the passengers per train declined. 
While it is true that the average 
fare was steadily reduced during 
those years—the “basic” rate, 
which was the one which the pub- 
lic bore in mind, was rigidly re- 
tained at 3.6 cents per mile. The 
rapid improvement in volume 
which came when rates were re- 
duced and service began to be 
modernized in the mid-thirtier 
suggests an answer to those who 
@re unduly frightened at the pros- 
pects of competition. 


Rails Have Demonstrated Ability 
to Compete 


The railroads with relatively 
slight improvements in equip- 
ment, that is in the number of 
assenger carrying units as re- 
ted to total passenger equipment 





and in service in the late thirties, 
Gcemonstrated an ability almost to 
Gouble their volume of traffic in 
the face of rapidly growing com- 
petition from both highway and 
air; and there are 742 million 
more Americans in 1946 than 
there were in 1941. 

Past history also indicates that 
the passenger service cannot be 
very profitable under the low 
rates now required to attract a 
high volume of business, unless 
a relatively heavy average train 
load can be secured. This was 
easy to achieve in wartime when 
lack of other transportation facil- 
ities drove passengers to trains, 
even under conditions where rail- 
1oad service was less convenient 
than alternative means of travel. 


Equipment Improvements 


The cars and locomotives which 
will make up the new passenger 
trains will be like those in the 
trains installed since the middle 
1930s. The characteristic features 
of the cars in these trains are re- 
duced weight, improved riding 
comfort, increased interior clean- 
liness, seats designed for passen- 
ger comfort and convenience, 
more lounging space and distinc- 
tive and attractive exteriors. 

One of the significant results of 
the instalation of air conditioning 
systems has been much more 
cleanliness in the cars. This has 
also expanded the opportunity for 
interior decorative treatment 
which has also materially affected 
the color, character and style of 
personal apparel for traveling. 

Further efforts are being made 
to affect further weight reduc- 
tions. The possibilities of reducing 
the weight of the car body have 
been pretty well exhausted, so 
attention is now being given to 
all the exterior and interior items 
of equipment which are an essen- 
tial part of the finished car... 
the running gear of the car, coup- 
lers, draft gears, air brake equip- 
ment and trucks have all been 
subjected to intensive study. 


Passenger locomotive power for 
the foreseeable future is also 
pretty well established. Diesel 
electric locomotives and steam- 
turbine locomotives have already 
demonstrated their adaptability 
for passenger service. 

Months before the war was over 
railway executives and passenger 
traffic officers had made plans for 
improved service that was in- 
tended to be so extensive as to 
constitute a veritable revolution 
in railway passenger business. 
But with the advent of peace 
many handicaps, primarily mate- 
rial shortages brought about by 
strikes and work stoppages, have 
prevented the prompt and com- 
plete accomplishments of these 
plans ... at least has delayed for 
months the instalation of a large 
number of streamlined trains 
which were ordered prior to the 
end of the war. 


While these improvements are 
definitely in progress, the rehab- 
ilitation and further development 
of railroad property to enable the 
railroads to remain in the fore- 
front of passenger transportation 
presents railway management 
with many important decisions. 
One of the most important of 
these has to do with the fixed 
properties that must carry or 
service these modern streamlined 
trains. 


Many railway managements 
realize that the improvement and 
maintenance of their fixed prop- 
erties affecting passenger train 
operations, including road beds, 
track, bridges, passenger stations, 
locomotive and train servicing 
facilities, must be undertaken and 
provided to the standards that 
will be required by the new pas- 
senger train equipment and re- 
duced passenger train scedules. 


Somehow, someway the rail- 
roads managed to feed multitudes 





during the war, with particular 


attention being given to feeding 
troops. Civilian travelers fre- 
quently had long waits at meal- 
times; the quality of the meals 
often was neither inviting nor 
palatable and the service at times 
was exceedingly poor. It should 
be remembered, however, that the 
railways on this continent were 
the only ones of the nations en- 
gaged in the war that attempted 
to provide dining car service at 
all. 

The handicaps faced by the 
dining car departments were nu- 
merous and difficult; no dining 
cars were permitted to be built 
during the war and the dining 
cars available were called upon to 
handle up to ten and twenty times 
as many customers as had ever 
been served previously. Many 
dining cars frequently had to be 
manned with makeshift crews and 
inexperienced stewards, inasmuch 
as there was no draft deferment 
for railway dining car employes. 

Now, there are a large number 
of new dining cars on order and 
when these start coming out of 
the car shops one of the difficul- 
ties of the railway feeding prob- 
lem will be measurably solved. 
But, a number of progressive rail- 
roads are not going to be satisfied 
merely with new dining cars; they 
realize that supervision and ex- 
perienced and skilled help to man 
the cars and conduct the service 
is essential. Several railroads have 
established schools where dining 
car employes will learn the re- 
finements that formerly made eat- 
ing on trains such a pleasurable 
experience. 


Training for Friendly Service 


A number of railroads have also 
adopted extensive programs for 
training employes in friendly 
service. The endeavor of the rail- 
roads to arouse employe interest 
and understanding are following 
a number of different patterns, 
among which may be enumerated 
the following: 


(1) Circulars and messages in 
employee publications, giving the 
arguments for courtesy in horta- 
tcry form, without detailed in- 
struction in the handling of typi- 
cal difficult situations; 

(2) Printed matter which pub- 
licizes outstanding acts of con- 
sideration and courtesy by indi- 
vidual employees, leaving the 
reader to draw his own conclu- 
sions as to the application of such 
a narrative to his own situation; 

(3) Booklets, many of them ill- 
ustrated with highly entertaining 
cartoons, which not only preach 
courtesy but show concrete in- 
stances of its application; 

(4) Educational slide-films and 
movies, usually showing practical 
means of handling concrete diffi- 
cult situations; 


(5) Class-room instruction (us- 
ually by the “conference meth- 
od’’) in dealing with the public 
or in some specific passenger de- 
partment task (such as dining 
car service or selling tickets); 


(6) Educational work carried 
out by spervisors and “traveling” 
employes. 

It may also be expected that the 
railroads will adopt and carry on 
extensive programs for getting 
passengers on the trains through 
attractive and appealing advertis- 
ing and modern merchandising 
methods. 

This will take many different 
forms but will have to do with 
improved procedures in reserva- 
tien bureaus and ticket offices. 
One of the important new devel- 
opments in speeding up ticket 
sales is the automatic ticket ma- 
chine. 


During the war, railway ticket 
clerks were under such constant 
pressure that many of them gave 


way to the perfectly human in- 
clination to be inconsiderate. This 
attitude was a war-time phenome- 





‘non of sales people in every in- 


dustry and was not by any means 
confined to railway ticket offices 
—but the attitude, “don’t you 
know there’s a war on,” is grad- 
ually being eliminated. 


Reducing Train Delays 


One of the major problems 
faced by any railroad seeking to 
operate dependable, high-speed 
passenger train service is to mini- 
mize delays en route, but as the 
railroads push average passenger 
train speeds toward 60 m.p.h. sta- 
tion and servicing delays are de- 
manding and receiving increased 
attention. 

The principal causes for delays 
in passenger train service fall into 
four general classifications: 


(1) Those caused by the track 
and roadway, including both per- 
manent and temporary speed re- 
strictions; 

(2) Those caused by interfer- 
€nce by other trains; 

(3) Those caused by necessary 
work in stations, such as the load- 
ing and unloading of passenger, 
mail, baggage and express; 

(4) Those required for servicing 
the equipment in the trains in- 
cluding stops for fuel and water 
for locomotives, watering and 
icing cars, mechanical inspection 
and stocking dining cars. 


Superior Convenience of Sleeping 
Cars 


In the sleeping car the railroads 
have at their disposal a travel 
conveyance which provides a 
standard of comfort, convenience, 
dependability and safety not avail- 
able to other forms of transporta- 
tion. Although the competition of 
airlines and improved railroad | 
coach will continue, the railroads 
are taking practical steps to re-| 
tain a fair share of travel for their 
sleeping car services. Speed is an | 
inherent advantage possessed by 
the airplane but cannot be off-set 
completely. However, speed of 
flight is not reflected always in a} 
comparable saving of time. Many | 
airports are relatively inaccess- | 
ible, which often prevents the) 
realization of time-saving advan- 
tages on short trips. Moreover, the | 
cancellation of flights, failures to} 
keep scheduled flights particu-| 
larly in winter months, frequently | 
creates delays and inconveniences 
in air travel. 

While the speed of the air plane | 
cannot be met by any form of 
ground transportation, it is the 
only travel factor which gives a, 
seeming advantage to this form | 
of travel. With respect to other | 
factors, such as comfort, conveni- | 
ence, dependability and safety, | 
Rail-Pullman services have un- 
questioned advantages over air 
travel. While apologists for the 
Commercial Airlines are _ fre-| 
quently quite misleading with re- | 
spect to the safety performance | 
of commercial air transports, the | 
inescapable statistical fact is that | 
in 1946 Rail-Pullman travel was | 
more than 80 times safer than) 
domestic airline commercial serv- 
ice. 

The domestic commercial air-| 
lines operating on regular sched- | 
ules sustained 78 passenger fatal- | 
ities in the year 1946, which was | 
2 more than the number incurred 
in 1945 and exceeded by a very 
wide margin the number of fatal- | 
ities reported in any year prior | 
to 1945. 

In Rail-Pullman service in 1946 | 
there were 3 passenger fatalities | 
(all Military, no civilian) which | 
compares with an average of less 
than one passenger fatality per | 
year in the 10-year prewar pe- 
riod, 1930-1939. 

Relating the 1946 passenger | 
fatalities tc the service performed, | 
total number of passenger miles 
operated, (which is 
sound basis of comparison), the 
domestic commercial airline op- 
erated only 82.5 million passenger 
miles per passenger fatality, as 


| aid, both federal, 


the only. 


compared with 6.8 billion passen- 

ger miles per passenger fatality 

for Rail-Pullman in the year 1946, 
Attacks Airline Subsidies 


But, it is primarily on railroad 


‘transportation that we all depend 


for fuel, foodstuffs and the other 
necessities of life. It is the rail— 
roads which provide us with eco- 
nomical, dependable transporta= 
tion no matter what the weather. 
It is the railroads which are, more 
often than not, the largest tax— 
payers in any community. The 
present policy of subsidizing air—- 
lines tends through government 
state and mu- 
nicipal, to weaken the railroads 
and is harmful to our country’s 
economic structure. 


Over a billion dollars of tax- 
payers money has already been 
spent on civil airports and in the 
next seven years it is planned to 
spend another billion dollars for 
these airports. 

Meanwhile the railroads con- 
tinue to maintain their own tere 
minals, stations and tracks; pro- 
vide and pay for their own traffic 
control, signal systems, and in ad- 
dition pay heavy taxes in every 
state or community through or in 
which they operate. As against 
this, the commercial airlines make 
only token payments for use of 
these tax-free airports built and 
maintained by taxpayers. The 
government also provides their 


| traffic controls and country-wide 


signal systems; they also have and 
continue to receive airline sub- 
sidies and preferential tax treat- 
ment. 

The railroads, like all other for- 
ward groups in our country, want 
the country to be progressive. The 
airplane is an established and 


growing factor in our transporta~ } 


tion future. But, frankly, the rail- 
roads are a bit weary of seeing 
hundreds of millions of taxpayers’ 
dollars being used to support com- 
mercial airlines and to pay 2 
goodly part of their operating ex- 
penses, while the railroads are 
compelled to pay all the:r own 
way and for all of the safe-opera- 
tion devices including those or- 
dered 
ment. 


The railroads are not seeking, § 


nor do they want, any handout 
from the taxpayers. And, don’t 
let anyone sell you that old red- 
herring about “land grants the 
railroads received in their in- 
fancy.” Many of the important 
railroads in this country never re- 
ceived any land grants from the 
government, while the land grants 
given the Western railroads were 
in the form of a business arrange- 
ment. And, those railroads have 
more than repaid the government 
by crarying governmental ship- 
ments for almost 100 years at ap- 
proximately one-half the rate 
charged private industry. In fact, 


the 79th Congress recognized that 


the railroads have repaid their 
debt over and over again and fi- 


nally repealed this arrangement | 


effective Oct. 1, 1946. The airlines 


'do not give any reduced rates to | 
| the government. 


The railroads welcome 
competition and equality of op- 
portunity but some of them are 
getting tired of airline operators 


| boasting of reducing their fares 


and providing free meals and 


other frills for their passengers) | 
but not bothering to explain to I 
the public why they can do this.) 
Some of the railroads think it is'} 
about time that the public should | 
know that they can do this only | 
receive financial) | 


because they 


|help from federal, state and city}| 


treasuries—all tax money— whichj/ 


lowers their costs of operation. 


Kobbe & Co. Teletype 


have installed a teletype, N 


1-277. 








installed by the govern- | 


fair | 


Kobbe & Company, Inc., 53} 
‘Liberty Street, New York City,)} 
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Securities Now in Registration 








INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





Acme Electric Corp., Cuba, N. Y. 

Zune 26 filed 132,740 shares ($1 par) common stock. 
Underwriters—Herrick, Waddell & Co., Inc., and First 
Colony Corp. Offering—To be offered publicly at $5 
ashare. Proceeds—Company will receive proceeds from 
the sale of 68,880 shares and four selling stockholders 
the proceeds from the sale of 63,860 shares. Company 
also will receive proceeds from the sale of 20,000 war- 
rants for common stock to underwriters at an aggregate 
price of $200. Of the net proceeds ($292,940) $50,000 
will be used to pay current bank loans; about $20,000 
will be used for machinery and equipment, and the re- 
mainder for working capital. 


@ Aerovox Corp., New Bedford, Mass. 


Feb. 7 filed 20,000 shares ($25 par) 6% cumulative con- 
vertible preferred. Underwriters—Granbery, Marache & 
Lord, New York; and Ames, Emerich & Co., Inc., Chi- 
cago. Price—By amendment. Proceeds—For additional 
working capital. Business—Manufacture of fixed elec- 
trical condensers. 

Agau Mining Co., Carson City, Nev, aa ad 
Jan. 20 (letter of notification) 295,00u shares of common. 
Wrice—$1 a share. Underwriters by later notification. For 
tnine exploration and development. 


@ Air Publications Inc., Los Angeles, Calif. 


Feb. 6 (letter of notification) 1,000 shares (no par) com- 
mon to be sold to officers and directors and a limited 
group at $10 a share and 3,000 shares to be issued to 
Howard S. Vandeman, George E. Parker and Richard B. 
“Thurber, as consideration for transfer of business to 
«company and for promotional services. No underwriting. 
For expansion purposes and for other expenses. 





*® Alluvial Gold Plateau Mines Co., Seattle, Wash. 


Feb. 6 (letter of notification) 60,000 shares (1 cent par) 
‘common. Price—50 cents a share. Company and its 
President will act as underwriters. For mining opera- 
rtions. 


American Broadcasting Co., Inc., N. Y. 

June 27 filed 950,000 shares ($1 par) common stock. 
@nderwriter—Dillon, Read & Co. Inc., New York. Offer- 
fing—A maximum of 100,000 shares may be sold by com- 
@any to persons, firms, or corporations with whom the 
scorporation had network affiliation agreements on March 
31. The remainder will be offered publicly. Price by 
wamendment. Proceeds—To prepay notes payable to ac- 
aqjuire radio station WXYZ, to construct broadcast trans- 
mnitter for station KGO at San Francisco and for working 
©apital. 


American Building Corp., Dover, Del. 
Nov. 5 (letter of notification) 20,000 shares each ($10 
mpar) 5% cumulative preferred and no par common. Price, 
$10 a unit consisting of one share of preferred and one 
@hare of common. Underwriter—E. M. Fitch & Co., Phila- 
delphia. Proceeds—For additional machinery, working 
capital and other corporate purposes. 


*® American Business Shares Inc., New York 


-Feb. 11 filed 2,000,000 shares ($1 par) capital stock. 
‘Onderwriter—Lord, Abbett & Co. Inc., New York, is 
sselling agent. Price—Based on market. Proceeds—For 
investment. 


American Colortype Co., Clifton, N. J. 


sAug. 12 filed 30,000 snares ($100 par) cumulative pre- 
erred stock. Underwriter—White, Weld & Co. Price 
Sy amendment. Proceeds—Net proceeds initially will 
te added to general funds, however, the company antici- 
pates it will use the funas for its building and expansion 
program. Offering date indefinite 


American Locomotive Co., New York 

July 18 filed 100,000 shares each of $100 par prior pre- 
ferred stock and $100°par convertible second preferred 
stock. Underwriting—Union Securities Corp., New York. 
Price by amendment. Proceeds—Net proceeds, with 
other funds, will be used to redeem $20,000,000 of 7% 
cumulative preferred stock at $115 a share plus accrued 
dividends. Indefinitely postponed. 


American Water Works Co., Inc., N. Y. 

March 30 filed 2,343,105 shares of common (par $5) plus 
an additional number determinable only after the re- 
sults of competitive bidding are known. Underwriters— 
To be filed by amendment. Probable bidders include 
Dillon, Read & Co. Inc.. White Weld & Co., and Shields 
& Co. (jointly}, and W. C. Langley & Co. and The 
safe Guswu cup (Jointly). Oftermg—Price to public 
by amendment. Jan. 23, company filed with the SEC 
amendments to its recapitalization plan as suggested by 
the Commission. These provide for escrowing the sum 
of $2,200,000 to cover the call premium on the preferred 
stock; increase in terms to Community Water Service 
Co. and Ohio Cities Water Corp. preferred stock to 
$180 and $159 a share, respectively, plus accrued divi- 
dends at 7% annually from Nov. 1, 1945, compared with 
$135 and $120 a share offered in the original plan; and 
the issuance of one share of common stock of the new 
Water Works Holding Co. for each 20 common shares 
of Community outstanding. 


American Zinc, Lead & Smelting Co., St. Louls 
Sept. 6 filed 336,550 shares common stock (par $1). Un- 
derwriting—No underwriting. Offering—Stock will be 
offered for subscription to common stockholders in 
the ratio of one additional share for each two shares 
held. Unsubscribed shares will be offered for subscrip- 
tion to officers and directors of the company Price—By 
amendment. Proceeds—Working capital. Offering in- 
definitely postponed. 


Arkansas Western Gas Co. 
June 5 filed 16,197 shares of common stock (par $5). 
Underwriters—Rauscher, Pierce & Co. Inc., and E. H. 
Rollins & Sons Inc. Offering—Stock will be offered to 
the public. Price by amendment. Shares are being sold 
by six stockholders. 


Armour and Co., Chicago 

July 12 filed 350,000 shares (no par) cumulative first 
preference stock, Series A; 300,000 shares of convertible 
second preference stock, Series A, and 1,355,240 shares 
common stock (par $5). Underwriter—Kuhn, Loeb & 
Co., New York. Offering—The 350,000 shares of first 
preference stock will be offered in exchange to holders 
of its 532,996 shares of $6 cumulative convertible prior 
preferred stock at the rate of 1.4 shares of first prefer- 
ence stock for each share of $6 prior preferred. Shares 
of first preference not issued in exchange will be sold 
to underwriters. The 300,000 shares of second preference 
stock will be offered publicly. The 1,355,240 shares of 
common will be offered for subscription te- common 
stockholders of the company in the ratio of one-third 
of a new share for each common share held. Unsub- 
scribed shares of common will be purchased by the 
underwriters. Price—Public offering prices by amend- 
ment. Proceeds—Net proceeds will be used to retire all 
unexchanged shares of $6 prior stock and to redeem its 
outstanding 7% preferred stock. 

George Eastwood, President, in letter to stockholders, 
Dec. 22 said “we have come to the conclusion it will 
not be necessary to issue any additional shares of com- 
mon stock” as part of company’s refinancing plan. 


® Armstrong Supply Co., Philadelphia 

Feb. 7 (letter of notification) $20,000 of promissory 
notes. Underwriters—None. Price—Par. For operat- 
ing and expansion. 


Artcraft Hosiery Co., Philadelphia 

Sept. 27 filed 53,648 shares ($25 par) 442% cumulative 
convertible preferred and 150,000 shares ($1 par) com- 
mon. It also covers shares of common reserved for issu- 
ance upon conversion of preferred. Underwriter—New- 
burger & Hano, Philadelphia. Price—$25.50 a preferred 
share and $12 a common share. Proceeds—Company wiil 
receive proceeds from the sale of all of the preferred 
and 100,00 shares of common. The remaining 50,000 
shares of common are being sold by three stockholders. 
Estimated net proceeds of $2,300,000 will be used by 
the company to pay off bank notes of about $1,100,000 
and to purchase additional machinery and equipment 
in the amount of $1,200,000. Offering date indefinite. 


® Associates Investment Co., South Bend, Ind. 


Feb. 3 (letter of notification) 1,081 shares of stock to be 
sold at $3 below market price to officers or employees 
of company or subsidiaries. Portion may be sold to the 
Albert McGann Securities Co., Inc., South Bend, Ind. 
For working capital. 


Atlantic Refining Co., Philadelphia 
Oct. 29 filed 293,000 shares ($100 par) cumulative pref- 
erence stock. Underwriter—Smith, Barney & Co., New 
York. Offering—Stock will be offered for subscriptiom 
to common stockholders on the basis of one share of 
preference stock for each nine shares held. Unsub- 
scribed shares will be sold to the underwriters who wilt 
reoffer it to the public. Price by amendment. Proceed 
—A maximum of $15,540,000 of the net proceeds will be 
applied to redemption of the company’s cumulative pre- 
ferred stock, convertible 4% Series A, at $105 a share. 
The balance will be added to general funds for corporates 
purposes including repayment of obligations, acquisitiom 
of additional production, and expansion of refining. 
transportation and marketing facilities. Offering tempos- 
arily postponed. Issue may be withdrawn. 


Atlas Imperial Diesel Engine Co., Oakland, Cali?. 
Jan. 27 (letter of notification) 8,500 shares common on 
behalf of Lucille E. Simon, Los Angeles. Price—At mar— 
ket. No underwriting at present. If underwriter is se— 
lected, name will be supplied by supplemental letter. 
Proceeds—Go to the selling stockholder. 


Australia (Commonwealth of) (2/19) 

Jan. 30 filed $45,000,000 of 15-year 334% bonds, due 1962. 
Underwriter—Morgan Stanley & Co., New York. Priee— 
By amendment. Proceeds—Proceeds will be used to re- 
deem $44,902,000 of Commonwealth of Australia 4%% 
gold bonds external loan of 1928, due May 1, 1956. Im 
lieu of cash payment for bonds, the Commonwealth will 
accept from the underwriters Commonwealth of Aus- 
tralia 444% gold bonds external loan of 1928, due May I, 
1956, with coupons due May 1, 1947 and subsequently, at 
102%4%. 


@ Bach Industries Co., Inc., Far Rockaway, N. Y¥. 
(2/15) 

Feb. 10 (letter of notification) 100 shares of capital stock 

(no par). Underwriters—None. Price—$1,000 per share. 

Proceeds for working capital. 


Bachmann Uxbridge Worsted Corp. 
Nov. 27 filed 45,000 shares of 4% preferred stock (par 
$100) and 200,000 shares of common stock (par $1). 
Underwriters—Kidder, Peabody & Co. and Bear, Stearn» 
& Co. Proceeds—Will go to selling stockholders. Price 
by amendment. Offering date indefinite. 


@ Barcalo Manufacturing Co., Buffalo (2/20) 
Feb. 10 (letter of notification) 33,333 shares of common 
stock (par $833). Underwriter — Schoellkopf, Hutton & 
Pomeroy, Inc. Stockholders have prior right to sub- 
scribe for the stock. Rights expire March 10. Price— 
$8.75 per share. Proceeds for general corporate pur- 
poses. 


Beaunit Mills, Inc., New York 
Sept. 27 filed 180,000 shares ($2.50 par) common. Undesr- 
writer — White, Weld & Co., New York. Price — By 
amendment. Preceeds—Of the total, 140,000 shares are 
being sold by St. Regis Paper Co., New York, and the 
remaining 40,000 shares are being sold by I. Rogosim, 
President of Beaunit Mills, Inc, 


@® Beacon Mail Service, Los Angeles 

Feb. 6 (letter of notification) 600 shares (no par) com~ 
mon, of which 300 shares will be sold to Cloyes D. Burke, 
Howard S. Vandeman and George E. Parker, all officers, 
at $10 a share. The remaining 300 shares will be dis~ 
tributed to the same three officers, in amounts of 100 
shares each, in consideration of transfer of business to 
the company. No underwriting. To increase facilities 
and for operating expenses. 


Berbiglia, Inc., Kansas City, Mo. 


Sept. 12 (letter of notification) 41,000 shares of 5% 
cumulative convertible $6 par preferred. Offering price, 
$6 a share. Underwriter—Estes, Snvder & Co., Topeka, 


(Continued on page 910) } 











Corporate and Public Financing 





CORPORATION 
Boston New York Pittsburgh 
Chicago and other cities 




















*« - * 
4 — SPECIALISTS IN—w , 


i United States Government Securities i 


ae oe el xv 


State and Municipal Bonds 


C. J. DEVINE a@ CO. 


INC, on 
48 WALL ST., NEW YORK 5, N.Y. HAnover 2-2727 “ 


Chicago + Boston - Philadelphia - Pittsburgh - Cleveland 
Cincinnati + St. Lovis - San Francisco 








* 


> 











Underwriters and Distributors of 
Corporate and Municipal 


Securities 


Kidder, Peabody & Co. 


Founded 1865 
Members of the New York and Boston Stock Exchanges 
New York Boston PHILADELPHIA Cuicaco 























pe 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, February 13, 1947 








NEW ISSUE CALENDAR 


(Showing probable date of of fering) 
February 12, 1947 
Miller & Rhoads, Inc 
February 13, 1947 
Wheeling & Lake Erie Ry. 
Noon (EST)______------------Equip. Trust Ctfs. 
February 14, 1947 
National Shirt Shops of Delaware 
ES eee Common 
February 15, 1947 
Bach Industries Co., Inc.______------Capital Steck 
Gennert (G.) Inc _____ Preference and Com. 
International Rol] Forming Co. Inc.___Pref. & Com. 
Scenicaire Park, Inc._....----------.----Preferred 
February 17, 1947 
Gordon Foods, Inc._---------------------Common 
H Products Corp 
Na 8. Re 
February 18, 1947 
See GeNOGs, “SE. aateucdetcomeccone Common 
February 19, 1947 
Australia, Commonwealth of 
Deerfield Packing Corp Debs. and Preferred 
RR ae SC Se Oe Oe Preferred 
February 20, 1947 
Barcalo Manufacturing Co.____._----_---- Common 
Continental-United Industries Inc 
Hercules Steel Corp 
February 24, 1947 
Montreal, City of 
Southwestern Public Service Co.___Pref. and Com. 
February 27, 1947 
United Air Limes, Inc 
March 3, 1947 
Book-of-the-Month Club Inc 


Preferred 


Common 


Preferred 


Capital Stock 











(Continued from page 909) 


Kans. To pay outstanding indebtedness and expenses and 
to open five additional stores in Kansas City, Mo. Offer- 
ing postponed indefinitely. 


> stad & Gay Furniture Co., Grand Rapids, 

ch. 

Peb. 3 filed 723,575 shares ($1 par) capital stock. Under- 
writing—-None. Offering— Company said all of the shares 
are issued and outstanding. The purpose of the registra- 
tion statement is to enable holders to effect sales by 
use of the prospectus. 

Berkey & Gay said the shares had been sold in 1944 
and 1945 to a group of about 50 persons who represented 
they were purchasing the shares for investment and not 
for distribution. 

So far, 231,204 shares have been sold in the open mar- 
ket and the Commission had raised the question as to 
whether such sales had the effect of making the entire 
offering public. The Commission staff stated that regis- 
tration is required if any of the remaining 733,575 shares 
are to be sold. Price—At market. Proceeds—Go to sell- 
ing stockholders. 


Birmingham Gas Co., Birmingham, Ala. 
Jan. 15 (letter of notification) 45,509 shares ($2 par) 
common. Price—$8 a share. For pro rata subscription 
by common stockholders: Southern Natural Gas Co. will 
purchase any unsubscribed shares for investment. For 
additional working capital. 


Blumenthal (Sidney) & Co. Inc., New York 
Aug. 30 filed 119,706 shares (no par) common and sub- 
scription warrants relating to 30,000 shares thereof. 
Underwriting — None. Proceeds—For reimbursement 
of company’s treasury for funds expended in re- 
demption of 3,907 shares of 7% cumulative pre- 
ferred on April 1, and for funds deposited in trust for 
redemption on Oct. 1 of remaining preferred shares. Al- 
though it was proposed to offer the stock for subscrip- 
tion to stockholders at $10 per share, company on Sept. 
20 decided to withhold action at this time. 


Book-of-the-Month Club, Inc., N. Y. (3/3-7 
Oct. 28 filed 300,000 shares ($1.25 par) capital Rothe. 
Underwriter—Eastman, Dillon & Co., New York. Offer- 
ing—Of the total, the company is selling 100,000 shares 
and six stockholders, including Harry Scherman, Presi- 
dent, and Meredith Wood, Vice-President, are ‘selling 
the remaining 200,000 shares. Price by amendment. 
Proceeds—Company will use its net proceeds for work- 
. img capital to be used for expansion of inventories of 
Paper and other Taw materials and book inventories. 
Offering date indefinite. 
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Boston Store of Chicago, Inc. 


Sept. 10 filed 30,000 shares ($50 par) 5% cumulative 
preferred and 500,000 shares ($1 par) common. Under- 
writers—Paul H. Davis & Co. and Stroud & Co., Inc. 
Offering—Preferred will have non-detachable stock 
purchase warrants for purchase of 30,000 shares of com- 
mon stock of the total common, 375,000 shares will be 
offered for sale for cash. 30,000 shares are reserved for 
issuance upon exercise of warrants attached to preferred 
end 95,000 shares are reserved for issuance upon exer- 
cise of outstanding warrants. Price—By amendment. 
Proceeds—Net proceeds, together with other funds, will 
be used to pay the company’s 2% subordinated note in 
the principal amount of $5,268,750 and accrued interest. 
Offering date indefinite. 


Bowman Gum, tnc., Philadelphia 
Sept. 27 filed 268,875 shares ($1 par) common. Under- 
writer—Van Alstyne, Noel & Co., New York. Price—By 
amendment. Proceeds—Stock is being sold by share- 
holders who will receive proceeds. 


Braunstein (Harry), Inc., Wilmington, Del. 
Sept. 25 filed 12,500 shares ($25 par) 442% cumulative 
convertible preferred stock and 50,000 snares (20¢ par) 
common stock. Underwriter — C. K. Pistell & Co., Inc., 
New York. Price — $25 a share for preferred and $11 
a share for common. Proceeds—7,000 preferred shares 
are being sold by company, the remaining 5,500 pre- 
ferred shares and all of the common are “eing sold by 
present stockholders. Net proceeds to the company, es- 
timated at $147,500, will be used to prepay to the ex- 
tent possible outstanding $149,300 mortgage liabilities. 
Offering date indefinite. 


Brooklyn (N. Y.) Union Gas Co. 


May 3 filed 70,000 shares of cumulative preferred stock 
($100 par). Underwriters—To be filed by amendment. 

Bids Rejected—Company July 23 rejected two bids re- 
ceived for the stock. Blyth & Co., Inc., and F. S. Mose- 
ley & Co. and associates submitted a bid of 100.06 for a 
4.30% dividend. Harriman Ripley & Co. and Mellon 
Securities Corp. bid 100.779 for a 4.40% dividend. In- 
definitely postponed. 


California Oregon Power Co. 


May 24 filed 312,000 shares of common stock (no par). 
Stock will be sold through competitive bidding. Under- 
writers—-Names by amendment. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Harri- 
man Ripley & Co. Offering—-Stock is being sold by 
Standard Gas and Electric Co., parent, of California. 
Bids Rejected—Standard Gas & Electric Co. rejected 
June 25 two bids for the purchase of the stock as un- 
satisfactory. Blyth & Co., Inc., and First Boston Corp. 
bid of $28.33 a share, and Harriman Ripley & Co. bid 


of $24,031 a share. Stock will again be put up for sale 


when market conditions improve. 
Carscor Porcupine Gold M L ef Torente 
“4 ines, Ltd., ’ 


June 24 filed 400,000 shares of common stock. Under- 
writer—No underwriters. Offering—To the public at 
$1 a share in Canadian funds. Proceeds—For a variety 
of purposes in connection with exploration, sinking of 
shafts, diamond drilling and working capital. 


Central Soya Co., Inc., Fort Wayne, ind. 

Aug. 21 filed 90,000 shares (no par) common. Under- 
writer—None. Offering—Common shares initially will 
be offered for subscription to common stockholders at 
rate of one share for each 71% shares held. Unsubscribed 
shares will be sold to underwriters. Price by amend- 
ment. Proceeds—Working capital, etc. Offering indefin- 
itely postponed. 


® Champay Co. of St. Louis, Mo. 


Feb. 5 (letter of notification) 25,000 shares of 27-cent 
dividend participating cumulative preferred ($1 par) 
and 25,000 shares (50¢ par) common. Price—$5.50 per 
unit, consisting of one share of preferred and one share 
of common. Underwriter—White & Co., St. Louis. 
Proceeds—For purchase of assets of Shamrock Bottling 
Company. 


® Cincinnati Economy Drug Co., Cincinnati, Ohio 
Feb. 3 (letter of notification) 24,000 shares ($10 par) 
common. Price—$12.50 a share. No underwriting. For 


reduction or retirement of bank loans and for additional 
working capital. 


® Ctlarke-Bilack Mines & Metals, Inc., Idaho Falls, 
idaho 


Feb. 3 (letter of notification) 250,000 shares ($1 par) 
capital stock. Price—$1 a share. No underwriting. For 
development and operation purposes. 


Colonial Atriines, tnc., New York 

Oct. 25 filed 150,000 shares ($1 par) capital stock. Under- 
writer—Auchincloss, Parker & Redpath, Washington, 
D. C. and Hornblower and Weeks, New York. Price by 
amendment. P Net proceeds will be used to pay 
off a $550,000 loan to the Continental Bank & Trust Co. 
of New York; purchase equipment and development ex- 
penses of Bermuda route. The balance will ‘be used to in- 
crease working capital. 


Columbia Aircraft Products Inc. 
June 26 filed 150,000 shares ($4 par) 30c cumulative 
convertible preferred stock, convertible into common 
stock in the ratio initially of 1% shares of common for 
each share of preferred. Underwriter—Floyd D. Cerf 
Co., Inc., Chicago. Offering—Company offered 59,585%4 
shares for subscription to present common stockholders 
of record Aug. 6 at $4.50 a share in the ratio of one share 


of preferred for each share of common held. Rights 
expired Aug. 20. Stockholders subscribed for 735 shares. 
The offering to common stockholders excluded the two 
principal stockholders who waived their rights to sub- 
scribe. The remaining 90,414%4 shares and 58,850% 
shares not subscribed to by common stockholders will 
be offered to the public through underwriters. Price—$5 
a share. Proceeds—Approximately $50,000 for payment 
of Federal taxes; $250,000 for payment of Lincoln-RFC 
loan; $50,000 as a loan to Palmer Brothers Engines, Inc., 
a subsidiary; balance for purchase of machinery and 
equipment and working capital. 


Commonwealth Telephone Co., Madison, Wis. 
Sept. 23 filed 16,071 shares ($100 par) $4 cumulative 
preferred. Underwriters — Paine, Webber, Jackson & 
Curtis and Stone & Webster Securities Corp. Offering— 
Shares will be offered for exchange for $5 cumulative 
preferred, on a share for share basis, plus cash adjust- 
ment. Shares not exchanged will be sold to underwriters. 
Price by amendment. Proceeds—To redeem at $110 a 
share, plus divs., all unexchanged old shares. 


Continental Car-na-var Corp. 
Nov. 4 (letter of notification) 132,500 shares ($1 par) 
common and 35,000 warrants for purchase of common 
one year after present public offering. Price—$2 a com- 
mon share, one cent a warrant. Underwriter—L. D. 
Sherman & Co., New York. For working capital. 


Continental-United Industries Co., Inc. 
(2/20-21) 


Aug. 2 filed 150,000 shares ($1 par) common. Under- 
writers—Aronson, Hall & Co. Price $8.25 per share. 
Proceeds—To repay demand loans and for general funds. 
(Originally company filed for 80,000 preferred shares 
par $25 and 350,000 common shares.) 


®@ Cooperative P & C Family Foods Inc., Ithaca, 
N. Y. 

Feb. 6 (letter of notification) 1,000 shares of preferred 

stock (par $100). Underwriters—None. Price—$100. 

Construction and acquisition of new facilities, etc. 


® Copper Canyon Mining Co., New York 

Feb. 6 (letter of notification) 500,000 shares (10c. par) 
common. Price—50 cents a share. Of the total, 395,000 
shares will be sold directly to the public and 105,000 
shares will be sold to L. D. Sherman & Co.; Birnbaum 
& Co., and George A. Rogers, all of New York; and 
Jackson & Smith, Gastonia, N. C., who will reoffer them 
to the public at prices to be supplied by a supplemental 
letter. For mining development. 


Crawford Clothes, tnc., L. 1. City, N. Y. 
Aug. 9 filed 300,000 shares ($5 par) common stock. 
Underwriters—First Boston eg, > New York. Price by 
amendment. Proceeds—Go to Joseph Levy, President, 
selling stockholders. Offering date indefinite. 


Christina Mines, Inc., New York (2/18) 
Dec. 9 (letter of notification) 270,000 shares of common 
stock (par $1). Underwriter—Newkirk & Banks, Ine. 
Price—$1 per share. Proceeds—Property improvements, 
exploration, purchase of machinery, working capital, etc. 


Crown Capital Corp., Wilmington, Del. 
Jan. 22 filed 250,000 shares ($1 par) class A common. 
Underwriter—Hodson & Co. Inc., New York, will act as 
selling agent. Price—By amendment. Proceeds—Net pro- 
ceeds will be used as capital for company’s subsidiaries 
engaged in the small loan or personal finance business. 


Cyprus Mines, Ltd., Montreal, Canada 
May 31 filed 500,000 shares of common stock (par $1). 
Underwriters—Sabiston-Hughes, Ltd., Toronto. Offer- 
ing—Shares will be offered to the public at 75 cents a 
share. Proceeds—Net proceeds, estimated at $300,000, 
will be used for mining operations. 


Deerfield Packing Corp., Bridgeton, N. J. 

(2/19) 
Jan. 29 filed $2,500,000 334% sinking fund debentures, 
due 1962, and 3,750 shares ($100 par) 442% cumulative 
preferred stock. Underwriters—Central Republic Co. 
(Inc.), and A. C. Allyn & Co., Inc., Chicago, and E. H. 
Rollins & Sons Inc., New York. Price—By amendment. 
Proceeds—Company will receive proceeds from the sale 
of the debentures and 2,000 shares of preferred stock. 
The remaining 1,750 shares of preferred are being sold 
by a stockholder. Company will use its proceeds to 
redeem its outstanding first mortgage 4% sinking fund 
bonds due 1956 and apply any balance to general cor- 
porate funds. 


Detroit Typesetting Co., Detroit, Mich. 
Sept. 25 filed 70,920 shares ($1 par) common. Under- 
writer — C. G. McDonald & Co., Detroit. Price — $5.50 
a share. Proceeds — Stock is being sold by six share- 
holders who will receive proceeds. 
Boston. For working capital. 


® Diamonds & Metals Exploration Co., Inc., 
Seattle, Wash. 

Feb. 3 (letter of notification) 42,100 shares (20¢ par) 

common and 210,500 shares ($1 par) preferred. Price— 

$5.20 per unit consisting of five shares of preferred and 

one share of common. No underwriting. For develop- 

ment of mining properties. 


@ East Coast Realty, Inc., New York 

Feb. 4 (letter of notification) 500 shares ($100 par) 7% 
cumulative preferred and 2,000 shares (no par) com- 
mon. Price—$100 per unit. No underwriting. To pur- 
chase and operate real estate. 
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Edelbrew Brewery, Inc., Brooklyn, N. Y. 
Dec. 31 filed 5,000 shares ($100 par) 5% non-cumulative 
preferred. Underwriters—None. Offering—To be offered 
at par to customers, officers and employees of the com- 
Pany. Proceeds — For corporated purposes including 
modernization and improvement of the manufacturing 
plant and machinery and equipment. 


Edwards Brothers, Inc., Ann Arbor, Mich. 

Jan. 21 (letter of notification) 20,000 shares of 544% 
cumulative convertible preferred. Price—$10 a share. 
Stock not underwritten but to be sold through Watling, 
Lerchen & Co., Detroit. Of the total the company will 
receive proceeds from 12,739 shares and J. W. Edwards, 
an officer of the company, and family will receive pro- 
ceeds from 7,261 shares. The company will use its pro- 
ceeds for additional working capital. 


Empire Millwork Corp., New York 


Aug. 28 filed 50,000 shares of $1.25 cumulative converti- 
ble preferred stock, (par $25) and 150,000 shares of 
common stock (par $1). Underwriters—Van Alstyne, 
Noel & Co. Proceeds—Corporation will receive the pro- 
ceeds from the issuance of 50,000 shares of the common 
stock which will be used to increase productive capacity, 
add new lines of products and expand the business. The 
remaining 100,000 shares of common stock and the pre- 
ferred shares will be sold by present stockholders. 


Falk Mercantile Co., Ltd., Boise, ida. 


Oct. 21 (letter of notification) 3,000 shares of 442% pre- 
ferred ($100 par). Price—$100 a share. Underwriter— 
Richard Meade Dunlevy Childs, Boise, Idaho. Proceeds 
to retire debentures and for expansion purposes. 


Farquhar (A. B.) Co., York, Pa. 
Sept. 26 filed 30,000 shares ($25 par) cumulative con- 
. vertible preferred; 45,000 shares ($5 par) common; and 
an unspecified number of common shares to permit con- 
version of the preferred. Underwriter—Stroud & Co., 
Inc., Philadelphia. Price—By amendment. Proceeds — 
Proceeds will be used to redeem $355,350 4%% sinking 
fund mortgage bonds, due Aug. 1, 1957, to pay off 
certain contracts and chattel mortgages of $72,000 and 
$800,000 to reduce principal on outstanding bank loans. 


Films Inc., New York 


June 25, filed 100,0G0 shares ($5 par) class A stock and 
300,000 shares (10 cent par) common stock, of which 
200,000 shares reserved for conversion of class A. Each 
share of class A stock is initially convertible into 2 
shares of common stock. Underwriters—Herrick, Wad- 
dell & Co., Inc., New York. Offering—To be offered 
publicly at $8.10 a unit consisting of one share of class A 
stock and one share of common stock. Preceeds—$201,- 
000 for retirement of 2,010 shares ($100 par) preferred 
stock at $100 a share; remaining proceeds, together with 
other funds, will be used for production of educational 


Food Fair Stores, Inc., Philadelphia 
Aug. 5 filed 60,000 shares ($15 par) cumulative preferred 
stock. Underwriters—Eastman, Dillon & Co. Price by 
amendment. Proceeds—To be used to redeem 15-year 
342% sinking fund debentures, due 1959; and $2.50 cum- 
ulative preferred at $53 a share. Balance will be added 
to working capital. Temporarily postponed. 


Foreman Fabrics Corp., New York 


July 29 filed 110,000 shares ($1 par) common stock, all 
outstanding. Underwriters—Cohu & Torrey. Price by 
amendment. 


Fresh Dry Foods, iInc., Columbia, S. C. 

Aug. 30 filed 450,000 shares (10¢ par) common. Under- 
writer—Newkirk & Banks, Inc. Offering—Of the total 
company is selling 350,000 shares and two stockholders, 
Roland E. Fulmer and Louis H. Newkirk, Jr., are selling 
the remaining 100,000 shares. Price—$6 a share. Proceeds 
—For purchase of sweet potatoes, plant expansion, addi- 
tional storage facilities, research and development work 
and working capital. Offering date indefinite. 


@ Front Range Oil & Drilling Co., Denver, Colo. 
Feb. 5 (Jetter of notification) 100,000 shares (5c. par) 
capital stock, to be sold at 5 cents a share and 100,000 
shares as bonus donated by Hairy J. Newton, President. 
A bonus of one share will be made with each share sold. 
No underwriting. For expenses and requirements of com- 
pany’s property interests. 


® Geauga Industries Co., Middlefield, Ohio 
Feb. 6 (letter of notification) 750 shares ($50 par) 5% 
cumulative preferred and 400 shares ($10 par) common. 


Price, $50 a share each. No underwriters. For expan- 
sion prograin. 


@ Gennert (G.) Inc., New York (2/15) 

Feb. 5 (letter of notification) 2,500 shares ($100 par) 
preferred and 1,250 shares ($1 par) class A common. 
Price—$100 a preferred share and $1 a common share. 
No underwriting. For expension of operations. 


Glencair Mining Co. Ltd., Toronto, Can. 
Oct. 2 filed 300,000 shares ($1 par) stock. Underwriter— 
Mark Daniels & Co., Toronto. Price—40 cents a share 
(Canadian Funds). Preceeds—For mine development. 


Glensder Textile Corp., New York 
Aug. 28 filed 355,000 shares ($1 par) common, of which 
55,000 shares are reserved for issuance upon the exer- 
cise of stock purchase warrants. Underwriter — Van 
Alstyne, Noel & Co. Offering—The 300,000 shares are 
issued and outstanding and being sold for the account 





of certain stockholders. Company has also issued 55,000 
stock purchase warrants to the selling stockholders at 
10 cents a share entitling them to purchase yp to Aug. 1, 
1949, common stock of the company at $11 a share. Price 
by amendment. Offering temporarily postponed. 


Glen Industries Inc., Milwaukee, Wis. 
July 31 filed 50,000 shares of $1.25 cumulative converti- 
ble preferred stock series A ($20 par) and 150,000 shares 
(10c par) common, all issued and outstanding and being 
sold by eight selling stockholders. Underwriters—Van 
Alstyne Noel & Co. Price by amendment. Proceeds— 
To selling stockholders. Offering temporarily postponed. 


Gordon Foods, Inc., Atlanta, Ga. (2/17-21) 
Jan. 14 filed 150,000 shares ($1 par) common. Under- 
writers—Johnston, Lemon & Co., Washington, D. C., 
and Allen & Co., New York, are principal underwriters. 
Offering—Company will offer 125,000 shares to the pub- 
lic at $6 a share and the remaining 25,000 shares will be 
sold to the principal underwriters, 19,000 shares to John- 
ston Lemon & Co. and 6,000 shares to Allen & Co., for 
investment at $5 a share. Proceeds—Company will apply 
$350,000 of the net proceeds to purchase the Driscoll 
Food Products, Cincinnati, O., from its co-partners, John 
J. Driscoll and Clarence H. Wolfe, and approximately 
$400,000 to finance an expansion program of its new 
Louisville, Ky., plant. 


® Great Western Oil Cc., Denver, Colo. 


Feb. 4 (letter of notification) 10,000 shares of common. 
Price—$10 a share. Underwriters—James Thomas Chiles, 
Denver. For development of oil and gas wells and other 
expenses. 


Griggs, Cooper & Co., St. Paul, Minn. 
Sept. 3 (letter of notification) 12,000 shares ($1 F onl 
common. Underwriters—Kalman & Co., Inc., St. Paul. 
Price—$25 a share. Proceeds — For improvement and 
modernization program, Offering indefinitely postponed, 


Grolier Soclety, Inc., New York 


July 29 filed 18,500 shares at $4.25 cumulative preferred 
stock ($100 par), with non-detachable common stock 
purchase warrants entitling registered holders of shares 
of the $4.25 preferred to purchase at any time 64,750 
shares of common stock at $16 a share at the ratio of 3% 
common shares for each preferred share held; and 120,- 
000 shares of $1 par common stock. Underwriters—H. 
M. Byllesby and Co., Inc. Offering—Underwriters to 
purchase from the company 18,500 shares of preferred 
and 20,000 shares of common; and from Fred P. Murphy 
and J. C. Graham, Jr., 100,000 shares of issued and out- 
standing common. Prices, preferred $100 a share; com- 
mon $14 a share. Proceeds—To retire $6 cumulative 
preferred, pay notes, discharge a loan. Indefinitely post- 
poned. 


Gulf States Utilities Co., Baton Rouge, La. 


Jan. 20 filed 1,909,968 shares (no par) common. Under- 
writer—None. Offering—The shares will be offered for 
subscription to common stockholders of Gulf States’ 
parent, Engineers Public Service Co., New York. The 
subscription basis will be one share of Gulf States stock 
for each share of Engineers common held. Price—$11.50 
a share. Proceeds—Purpose of offering is to carry out 
a provision of dissolution plan of Engineers approved by 
the Commission. 


® H Products Corp., New York (2/17) 


Feb. 10 (letter of notification) 490,000 shares of common 
stock (no par). Underwriters—None. Price—$25 per 
share. To expand present business. 


Hammond Instrument Co., Chicago 

Aug. 8 filed 80,000 shares ($1 par) common. Under- 
writer: Paul H. Davies & Co., Chicago. Price by amend- 
ment. Proceeds—Net proceeds will be used to rédeem 
its outstanding 6% cumulative preferred stock at an 
estimated cost of $213,258, exclusive of accrued divi- 
dends. It also will use approximately $402,000 toward 
the purchase of a manufacturing plant in Chicago; bal- 
ance for working capital. Offering date indefinite. 


Hartfield Stores, Inc., Los Angeles 

June 27 filed 100,000 shares ($1 par) common stock. 
Underwriters—Van Alstyne, Noel & Co., New York, and 
Johnston, Lemon & Co., Washington, D. C. Offering— 
To be offered to the public at $8 a share. Proceeds— 
Company is selling 60,000 shares and stockholders are 
selling 40,000 shares. The company will use its 

to pay the costs of opening additional stores and to ex- 
pand merchandise in its existing stores. Offering tem- 
porarily pustponed. 


® Haskins (R. G.) Co., Chicago, HI. 

Feb. 3 (letter of negotiation) 1,500 shares ($100 par) 
common. Price—$100 a share. No underwriting. For 
working capital. 


Hathaway Bakeries, Inc., Cambridge, Mass. 
Jan. 15 filed 120,020 shares ($1 par) common. Under- 
writers—James S. Borck, Bridgeport, Conn.; George E. 
Drake, Pittsburgh, Pa.; William E. Stanwood, Boston; 
and Seaboard Allied Milling Corp., also of Boston. Offer- 
ing—Of the total, the company will offer 45,020 shares 
to officers and employees of the company for subscrip- 
tion at $8.50 a share. The balance of 75,000 shares will 


be offered for subscription at $8.50 a share to common 
stockholders On the basis of one-fourth of a new com- 
mon share for each share held and to holders of certifi- 
cates for preferred, Class A and Class B stocks on the 
basis of one-fourth of a new common share for each 
common share into which their shares has been changed. 








The subscription offer will expire Feb. 28. Unsubscribed 
shares will be sold to underwriters at $8 a share. The 
company said the underwriters do not presenthy intend 
to make a public offering of the shares at this time but 
that when they are so offered they will be sold at the 
market price. The underwriting discount is 50 cents a 
share. Proceeds—Proceeds will be used to pay a portion 
of the costs of constructing new bakeries in Boston, 
Worcester, Mass.; Cohoes, N. Y.; and Providence, R. I. 


Health Institute, Inc., Hot Springs, N. Mex. 
Dec. 16 filed 50,000 shares ($10 par) 54%% cumulative 
prior preferred and 40,000 shares ($10 par) common. 
Underwriting—None. Offering—aAll preferred and com- 
mon will be offered publicly, Price—$10.15 a _- 
ferred share and $10 a common share. P = 
ceeds will be used to build and equip hotel and health 
facilities and to acquire a mineral water supply. 


Hercules Steel Products Corp., N. Y. (2/20)! 
Jan. 16 filed 180,000 shares (10c par) common. Under- 
writer—Dempsey & Co., Chicago. Price by amendment. 
Proceeds—Net proceeds together with a $650,000 bank 


loan will be used to repay indebtedness to the Marine 
Midland Trust Co., New York. 


Hy-Grade Supply Co., Oklahoma City 
Dec. 3 (leter of notification) 54,350 shares of cum. conv. 
preferred and 50,000 common stock purchase warrants. 
Price—$5.50 a preferred share and 2 cents a warrant. 
Underwriter—Amos Treat & Co., New York. It is ex- 


cone that a full registration will be filed later with the 
Cc. 


iilinols Power Co., Decatur, Ill. 


June 17, filed 200,000 shares ($50 par) cumulative pre- 
ferred stock and 966,870 shares (no par) common stock. 
Underwriters—By competitive bidding. Probable bid-- 
ders include Blyth & Co., Inc.; The First Boston Comps 
W. E. Hutton & Co. Proceeds—Net proceeds from the 
sale of preferred will be used to reimburse the com- 
pany’s treasury for construction expenditures. Net pro- 
ceeds from the sale of common will be applied for re- 
demption of 5% cumulative convertible preferred stock 
not converted into common prior to the redemption 
date. The balance will be added to treasury funds. 
Company has asked the SEC to defer action on its fi- 
mancing program because of present market conditions. 


International Dress Co., Inc., New York 


Aug. 28 filed 140,000 shares of common stock (par $1). 
Underwriter—Otis & Co. Offering—Price $10 per share. 
Proceeds—Selling stockholders will receive proceeds. 
Offering date indefinite. 


® International Roll Forming Co., Inc. (2/15) © 


Feb. 7 (letter of notification) 10,000 shares of 44% 
cumulative preferred (non-voting) stock (par $10) and 
80,000 shares of common stock (no par). Gordon Se- 
curities, Inc., New York (although not technically an 
underwriter) will assist in distribution of securities. 
Price—Preferred, $10; common, 5 cents. Each purchaser 
of one preferred share shall have right to purchase two 
common shares. Proceeds for purpose of purchasing 
materials, renting factory and office space, etc. 


® Johnson (Walter H.) Candy Co., Chicago 
Feb. 6 (letter of notification) 70,000 shares ($1 par) 
common, to be offered to present shareholders at $4.25 
a share. Unsubscribed shares will be offered to a limited 
group. No underwriting. To reimburse company for cost 
of plant construction. 


Kingan & Co., Inc., Indianapolis, Ind. 


Jan. 24 filed 6,564 shares ($100 par) 4% cumulative pre- 
ferred and 174,625 shares ($10 par) common. Under- 
writer by amendment. Price by amendment. Preceeds 
—All of the securities are being offered by stockholders 
who will receive proceeds. 


@ Livingston Mines, Inc., Seattle, Wash. 

Feb. 3 (letter of notification) 294,675 shares (5c par) 
common. Price, 20 cents a share. Underwriters—Lobe, 
Inc., and Alfred Lind, both of Seattle. For mine acquisi- 
tion and development. 


@ Louis Allis Co., Milwaukee, Wis. 


Feb. 10 filed 25,000 shares ($10 par) common being sold 
by the company and an unspecified number of shares 
of the same stock to be sold by stockholders. Under- 
writer—The Wisconsin Co., Milwaukee. Offering—Com- 
pany will offer its shares for subscription to common 
stockholders. The shares being sold by stockholders as 
well as unsubscribed shares of the company will be pur- 
chased by underwriter. Price—By amendment. Proceeds 
—Net proceeds to company will be added to working 
capital, some of which may be used to finance its pro- 
gram for expansion of manufacturing facilities. Business 
—Manufacturing electric motors and generators of the 
industrial type. 


® Macco Corp., Clearwater, Calif. 

Feb. 3 (letter of notification) 750 shares ($1 par) capital 
stock. To be sold on behalf of Thomas W. Selser, a 
director, to Dean Witter & Co. at $18 a share to cover 
short account for sales previously made to public, 
Proceeds—Go to the selling stockholder. 


Mada Yellowknife Gold Mines, Ltd., Toronto 
June 7 filed 250,000 shares of capital stock (par 40c). 
Undewriters—Mark Daniels & Co. Offering—Stock will 
be offered publicly in the U. S. at 40c a share (Cana- 
dian money). Proceeds—Proceeds, estimated at $75,000, 
will be used in operation of the company. 

(Continued on page 912) 
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Maine Public Service Co., Preque Isie, Me. 
June 25 filed 150,000 shares ($10 par) capital stock. 
Underwriters—To be determined through competitive 
bidding. Probable bidders include The First Boston 
Corp.; Kidder, Peabody & Co., and Blyth & Co., Inc. 
@ointly); Harriman Ripley & Co; Coffin & Burr and 
Merrill Lynch, Pierce, Fenner & Beane. Proceeds—The 
shares are being sold by Consolidated Electric and Gas 
Co., parent of Maine Public Service, in compliance with 
geographic integration provisions of the Public Utility 
Hoiding Company Act. 


® McQuay iInc., Minneapolis, Minn. 

Feb. 6 (letter of notification) 1,770 shares ($1 par) com- 
mon and an option covering 500 shares of the same 
stock. Roy J. Resch, President of the company, and 
George Kelting, Vice-President, desire to sell 770 shares 
and 1,000 shares, respectively, of the common stock to 
Loewi & Co., Milwaukee, at $6.25 a share. E. H. Seelert, 
Secretary-Treasurer, desires to grant an option to Kelt- 
ing for $1 whereby seller will agree to sell to Kelting 
at any time within a year all or any part of 500 shares 
of the common at $6.25 a share. No underwriting. Pro- 
ceeds go to the selling stockholders. 


Michigan Gas & Elec. Co., Ashland, Wis. 

June 24 filed $3,500,000 of series A first mortgage bonds, 
due 1976; 14,0uu shares ($100 par) cumulative preferred 
a#tock and 120,000 shares ($10 par) common stock. Un- 
derwriters—To be determined by competitive bidding 
Probable bidders include Blyih & Co., Inc.; Kidder, Pea- 
body & Co.; The First Boston Corp.; Harris, Hall & Co. 
{Inc.); Merril] Lynch, Pierce, Fenner & Beane, and Ira 
Haupt & Co. Offering—New preferred will be offered 
on a share fer share exchange basis to holders of its 
outstanding 7% prior lien, $6 no-par prior lien, 6% 
preferred and $6 (no par) preferred. Of the common 
atock being registered, company is selling 40,000 shares, 
Middle West is selling 57,226 shares and Halsey, Stuart 
4& Co. Inc., New York, is selling 22,774 shares. Proceeds 
—Michigan will use net proceeds from bonds to redeem 
$3,500,000 3%, % series A first mortgage bonds, due 1972, 
at 106.75 and interest. Net proceeds from sale of com- 
mon and from shares of new preferred not issued in ex- 
change will be used to redeem $375,000 342% serial de- 
bentures, due 1951, at 101.2 and interest. It also will 
medeem at 105 and accrued dividends all unexchanged 
shares of prior lien and preferred stocks. 


Miller & Rhoads, Inc., Richmond (2/12-13) 


Jan. 22 filed 30,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters—Scott & Stringfellow and 
Galleher & Co., Inc., Richmond, Va. Price by amend- 
ment. Proceeds—Net proceeds, together with a $2,500,- 
000 loan, will be used to retire $1,387,750 of mortgage 
indebtedness and the balance to reduce temporary bank 
loans of $4,375,000. Business—Department store. 


® Montreal, City of, Canada (2/24) 

Feb. 5 filed $77,811,000 (U.S. currency) refunding issue 
debentures, due serially on Ort. 15 of each year from 
1947 to 1967. Underwriter—The First Boston Corp., 
New York. Offering—At the same time the debentures 
are offered for sale in the United States, the city will 
sell internally in Canada $31,948,000 of principal amount 
of new debentures payable in Canadian currency. These 
debentures will mature at various times from 1955 to 
1973, inclusive, and will bear interest at rates from 
2% to 3%. Price by amendment. Proceeds — Proceeds 
from the sale of both issues, together with additional 
funds to be supplied by the City, will be applied to the 
redemption on May 1, 1947, of $78,036,213 of outstand- 
ing debentures, payable in U.S. currency, and of $26.- 
805,500 of debentures payable in Canadian currency. 
Including accrued interest, the redemption prices will 
amount to $84,573,250 and $27,399,710. respectively. 
Business—Operation of city government. 


Morton Oil Co., Casper, Wyo. (2/17) 
Jan. 17 (letter of notification) 750,000 shares (10c par) 
common. Price—25 cents a share. Underwriter—John 
G. Perry & Co., Denver, Colo. For development of oil 
wells and for working capital. 


Mountain States Power Co. 

June 6 filed 140,614 shares of common stock (no par). 
Cnderwriters—To be determined by competitive bidding. 
Probable bidders include Blyth & Co., Inc.; Kuhn, Loeb 
& Co. and Smith Barney & Co. (jointly); Harriman, 
Ripley & Co.; The First Boston Corp. Offering—Shares, 
are owned by Standard Gas & Electric Co. and con- 
stitute 56.39% of the company’s outstanding common. 
Sale Postponed—Standard Gas & Electric Co, asked for 
bids for the purchase of the stock on Sept. 4, but the 
aale has been temporarily postponed. 


Murphy (G. C.) Co., McKeesport, Pa. 

une 13 filed 250,000 shares of common stock ar $1 
Underwriter—Smith, Barney & Co. Price ALA 
ment. Proceeds—Redemption of outstanding 4%% pre- 


ferred stock at $109 a share plus divi Te Te 
postponed. e plus dividends. Indefinitely 


National Aluminate Corp., Chicago 

Sept. 27 filed an unspecified number ($2.50 par) com- 
mon shares. Underwriters—First Boston Corp., New York, 
and Lee Higginson Corp., Chicago. Price—By amend- 
ment. Proceeds—The stock is issued and outstanding and 
is being sold by shareholders. Names of the selling 
stockholders and the number of shares to be sold by each 
will be supplied by amendment. 


® National Shirt Shops of Delaware, Ind. (2/14) 
Feb. 7 (letter of notification) 4,000 shares of common 
stock. Underwriters—Blair F. Claybaugh & Co., New 
York; Faroll & Co., Chicago: Buckley Brothers, Phila- 
delphia, and Kitchen & Co., Chicago. Price—$10.50 per 
share. Proceeds to selling stockholders. 


National Tank Co., Tulsa, Okla. 


Jan. 27 filed 139,700 shares ($1 par) common. Under- 
writer—Paul H. Davis & Co., Chicago. Price—By amend- 
ment. Proceeds—The shares are being sold by Jay P. 
Walker, President, who will receive proceeds. 
Newburgh Steel Co., Inc., Detroit 

Aug. 2 filed 30,000 shares of 6% cumulative convertible 
preferred stock (par $10), and 30,000 common shares 
($1 par). Underwriter—Charles E. Bailey & Co., De- 
troit. Shares are issued and outstanding and are being 
sold by Maurice Cohen and Samuel Friedman, President 
and Secretary-Treasurer, respectively, each selling 
15,000 shares of preferred and 15,000 shares of common. 
Price—$10 a share for the preferred and $6 a share for 
the common. $204,047 of the proceeds shall be paid to 
the company to discharge their indebtedness to it. 


New England Gas and Electric Association 


July 11 filed $22,500,000 20-year collateral trust sinking 
fund Series A bonds, and a maximum of 1,568,980 com- 
mon shares ($5 par). Underwriters—By amendment. 
Bidders may include Halsey, Stuart & Co. Inc. (bonds 
only), Bear, Stearns & Co. (stock only), First Boston 
Corp., White, Weld & Co.-Kidder, Peabody & Co. (jointly). 
Offering—Bonds and common stock are being offered in 
connection with a compromise recapitalization plan 
approved by the SEC, on June 24, 1946, which among 
other things provides for the elimination of all out- 
standing debentures and preferred and common stocks, 
and for the issuance of $22,500,000 of bonds and 2,300,000 
of new common shares. Bids for the purchase of the 
bonds and the common stock which were te be received 
by the company Aug. 13 were withdrawn Aug. 12. 
An altemate plan filed Nov. 25 with the SEC provides 
for the issue of 77,625 convertible preferred shares (par 
$100) and 1,246,011 common shares (par $8). Under the 
proposed plan consolidated funded debt would be prac- 
tically unchanged from that provided in original plan, 
the Association to issue $22,425,000 coll. trust bonds. 
These bonds and preferred stock may be sold, subject 
to an exchange offer, to the holders of present deben- 
tures on a par for par basis. Present preferred would 
receive for each share held 8 shares of new common with 
rights to subscribe to 5 new common shares at $9 per 
share. The present plan does not affect the status of 
original plan, but determination as to which will be used 
will be left to the SEC and the court. On Feb. 5 the 
Association amended its alternate plan. The changes 
limit the issuance of common stock to 1,850,000 shares, 
provide for the interest rate on the new bonds to be set 
by competitive bidding, clarify the terms under which 
the disposition of claims is to be carried out and make 
other alterations concerning the interest payments 
thereon. 


Northern Engraving & Mfg. Co., La Crosse, Wis. 
Aug. 29 filed 70,000 shares ($2 par) common stock. 
Underwriter—Cruttenden & Co. Offering—All “hares 
are issued and outstanding and being sold for the account 
of present holders. Price—$16 a share. Proceeds—To 
selling stockholders. Offering temporarily delayed. 


Northern Indiana Public Service Co. 

Aug. 28 filed maximum of 384,016 shares of common 
stock. Underwriters by amendment as shares will be 
offered under competitive bidding. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Stone 
& Webster Securities Corp., and Harriman Ripley & 
Co., Inc. (jointly). Of the shares registered, 182,667 are 
being sold by Midland Realization Co.; 54,426 by Mid- 
land Utilities Co., and 146,923 by Middle West Corp. 


Nugent’s National Stores, Inc., New York 

June 21 filed 85,000 shares ($1 par) common stock 
Underwriters—Newburger & Hano, and Kobbe, Gearhart 
& Co., Inc. Price, $6.75 a share. Proceeds—Net pro- 
ceeds to the company from 62,000 shares, estimated at 
$350,200, will be applied as follows: About $111,300 for 
retirement of outstanding preferred stock; $41,649 to 
purchase 100% of the stock of two affiliates, and bal- 
ance $197,000 for other corporate purposes. The pro- 
ceeds from the other 3,000 shares will go to selling 
stockholders. Offering temporarily postponed. 


Oklahoma Gas and Electric Co. 
Dec. 23 filed 890,000 shares ($20 par) common. Under- 
writers—To be determined by competitive bidding 
Probable bidders: The First Boston Corp.; White, Weld 
& Co.; Lehman Brothers, and Blyth & Co., Inc. (jointly); 
Harriman, Ripley & Co.; Kuhn, Loeb & Co., and Smith, 
Barney & Co. (jointly). 
be sold by Standard Gas & Electric Co., parent, and 
140,000 shares will be sold by the company. Standard’s 
shares comprise its entire holdings in Oklahoma Gas 
common, Price—By competitive bidding. Proceeds— 
Oklahoma will use its net proceeds to prepay part of 
its outstanding serial notes. The balance will be used 


for property additions. 


Oro Yellowknife Gold Mines Ltd., Toronto, Can. 
Jan. 7 filed 2,000,000 shares ($1 par) capital stock. 
Underwriter—Tellier & Co., New York. Price—60 cents 
a share. Proceeds—For expenses and exploration and 
development. 


> < , 


Offering—750,000 shares will - 


® Pacific Coast Vineyard Development Corp., San 
Francisco 

Feb. 6 (letter of notification) 25,000 shares ($10 par) 
capital stock, to be offered publicly at $10 a share and 
25.000 shares to be issued to Henri B. Lanson, President 
in partial consideration for promotional services. No 
underwriting. For purchases of winery and other ex~- 
penses. 


Pacific Power & Light Co., Portland, Ore. 

July 10 filed 100,000 shares ($100 par) preferred stock. 
Underwriters—By amendment. Probable bidders include 
Blyth & Co., Inc., White, Weld & Co. and Smith, Barney & 
Co. (jointly); The First Boston Corp., W. C. Langley & Co.; 
Harriman Ripley & Co. Offering—Company proposes to 
issue the 100,000 shares of new preferred for the pur- 
pose of refinancing at a lower dividend rate the 67,009 
outstanding preferred shares of Pacific and the 47,806 
preferred shares of Northern Electric Co., in connection 
with the proposed merger of Northwestern into Pacific. 
In connection with the merger, the outstanding preferred 
stocks of Pacific and Northwestern will be exchanged 
share for share, with cash adjustments, for the new pre- 
ferred stock of Pacific, the surviving corporation. Offer- 
ing price—To be supplied by amendment. 


Pal Blade Co., iInc., New York 
June 28, 1946 filed 227,500 shares ($1 par) capital stock. 
Underwriters — F. Eberstadt & Co., Inc. Offering — 
225,000 shares are outstanding and are being sold by 10 
stockholders, and 2,500 shares are being sold by A. LL 
Marlman to all salaried employees. Issue may be with- 
drawn. 


Palmetto Fibre Corp., Washington, D. C. 
August 16 filed 4,000,000 shares (10¢ par) preference 
stock. Price—50 cents a share. Proceeds—The com- 
pany will use estimated net proceeds of $1,473,000 for 
purchase of a new factory near Punta Gorda, Fla., at 
a cost of about $951,928. It will set aside $150,000 for 
research and development purposes and the balance will 
be used as operating capital. Underwriter—Tellier & 
Co. withdrew as underwriters. 


Peninsular Oil Corp., Ltd., Montreal, Canada 


Sept. 3 filed 600,000 shares of common (par $1). Under- 
writer—Sabiston Hughes, Ltd., Toronto, Canada. Price— 
60 cents a share. Proceeds—Net proceeds will be used to 
purchase drilling machinery and other equipment. 


Petroleum Heat & Power Co., Stamford, Conn, 
Dec. 30 filed 912,464 shares ($2 par) common. Under- 
writers—None. Offering—Shares will be offered in ex- 
change for entire outstanding capital stock of Taylor Re- 
fining Co., consisting of 8,946 shares (no par) common 
with an underlying book value of $2,458,224 as of last 
Sept. 30. At a meeting of stockholders, Dec. 23 company 
authorized an increase in common stock from 1,000,000 
to 2,000,000 shares and also authorized the issuance of the 
present offering in exchange for the Taylor stock. Ap- 
proximately 70.9% of the common stock is held under 
a voting trust agreement of Aug. 15, 1945, which it is 
expected will be terminated upon the acquisition of the 
Taylor stock. 


Pharis Tire & Rubber Co., Newark, O. _ 
Sept. 27 filed 100,000 shares ($20 par) cumulative con- 
vertible preferred. Underwriter—Van Alstyne, Noel & 
Co. and G. L. Ohrstrom & Co., New York. Price—$20 a 
share. Proceeds—For payment of loans and to replace 
working capital expended in purchase of building from 
RFC and to complete construction of a building. 


Pig’n Whistie Corp., San Francisco 

Dec. 26 filed 50,000 shares (par $7.50) cumulative con- 
vertible prior preferred $2 dividend stock. Underwriter 
—G. Brashears & Co., Los Angeles. Price by amend- 
ment. Proceeds—23,481 shares are being issued by com- 
pany and proceeds will be used in connection with recent 
purchase of four Chi Chi restaurants and cocktail 
lounges in Long Beach, Riverside, Palm Springs and San 
Diego and for working capital. 


® Plasticbilt Corp., Paris Station, S. C. 

Feb. 4 (letter of notification) 63,500 shares (no par) 
common. Price—S$2 a share. Underwriters— McAlister, 
Smith & Pate, Inc., and W. F. Coley & Co., Inc., both of 
Greenville, S. C. Proceeds—For payment of outstanding 
bank loans and real estate mortgage; erection of new 
plant, purchase of machinery and for increased working 
capital. 


@ Puritan Fund, Inc., Boston, Mass. 

Feb. 3 filed 300,000 shares of capital stock (par $1). 
Underwriters—Paul H. Davis & Co. and The Crosby 
Corp. Price at, market. The fund is registered under 
the Investment Company Act of 1940 as an open-end 
diversified investment company of the management 
type. Proceeds—For investment. 


Quebec Gold Rocks Exploration Ltd., Montreai 
Nov. 13 filed 100,000 shares (50¢ par) capital stock. 


Underwriter—Robert B. Soden, Montreal, director of) 
Proceeds—For explora- 


company. Price—50¢ a share. 
tion and development of mining property. 


Realmont Red Lake Gold Mines, Ltd., Toronto, 


Canada 
Nov. 20 filed 800,000 shares of common stock ($1 par). 
Offering Price—$0.60 a share to public. Company has 


not entered into any underwriting contract. Proeceeds— 
Development of mining properties and exploration work, 
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Raytheon Manufacturing Co., Newton, Mass. 
Feb. 3 (letter of notification) 1,050 shares ($5 par) com- 
mon. Price, at market. No underwriting. Proceeds to 
be added to general funds. 


Refrigerated Cargoes, Inc., New York 

Feb. 3 filed 25,000 shares ($100 par) 6% cumulative pre- 
ferred and 25,000 shares (no par) common. Underwriter 
—John Martin Rolph, Vice-President and director of 
company. Price—The stocks will be sold at $105 per 
unit consisting of one share of preferred and one share 
of common. Proceeds—To be used in organization of 
business. 


Regal Shoe Co., Whitman, Mass. 
Jan. 8 (letter of notification)9,000 shares ($1 par) com- 
mon on behalf of John J. Daly, President. Price at 
market. Underwriters—Van Alstyne, Noel & Co., and 
Cohu & Torrey, New York. 


Republic Pictures Corp., New York 


Registration originally filed July 31 covered 184,821 
ehares of $1 cumulative convertible preferred ($10 par) 
and 277,231 shares (50c par) common stock, with Sterling, 
Grace & Co. as underwriters. Company has decided to 
issue 454,465 shares of common stock only, which will be 
offered for subscription to stockholders of record Sept. 
5 to the extent of one share for each five held. Issue will 
mot be underwritten. 


San Jose (Calif.) Water Works 

Jan. 28 filed 30,000 shares ($25 par) common stock. 
Underwriters—To be determined by competitive bid- 
ding. Probable underwriters: Kuhn, Loeb & Co., and 
Union Securities Corp. (jointly); Blyth & Co., Inc. Price 
—By competitive bidding. Proceeds—To restore work- 
ing capital and to finance part of the cost of future 
expansion. 


Santa Cruz (Calif.) Sky Park Airport, Inc. 


Dec. 6 (letter of notification) 53,000 shares ($1 par) 
common. Of the total 31,000 shares will be offered pub- 
licly at $1 a share, 16,000 shares will be transferred to 
Alex. Wilson and Wayne Voigts for their interest in 
Santa Cruz Flying Service, which is a flying field and 
airport, and 6,000 shares would be issued in cancellation 
ef partnership indebtedness. No underwriting. For 
operation of airport business. 


@® Scenicaire Park, Inc., Geneva, N. Y. (2/15) 


Feb. 7 (letter of notification) 506 shares of preferred 
stock (par $100). Underwriters—None. Price—$100. 
For development and expansion of present facilities, etc. 


@ Silver Consolidated Mines, Inc., St. Anthony, 
Idaho 

Jan. 31 (letter of notification) 100,000 shares of capital 

stock (10¢ par). Price—25 cents a share. No underwrit- 

ing. For development of mining property. 


Solar Manufacturing Corp. 


June 14 filed 80,000 shares of $1.12% cumulative con- 
vertible preferred stock, series A (par $20). Under- 
writers—Van Alstyne, Noel & Co. Price by amendment. 
Proceeds—Net proceeds will be applied for the redemp- 
tion of outstanding series A convertible preferred stock 
which are not converted into common stock. Such pro- 
ceeds also will be used for additional manufacturing 
facilities in the amount of $600,000; for additional inven- 
tory amounting to $400.000, and for additional working 
capital. Offering temporarily postponed. 


Soss Manufacturing Co., Detroit, Mich. 


Sept 3 filed 40,000 shares ($25 par) 5% cumulative con- 
vertible preferred. Underwriter—Ames, Emerich & Co., 
Inc., Chicago. Offering—To be offered to common stock- 
holders for subscription at $25 a share in the ratio of 
one preferred share for each five shares of common held 
unsubscribed shares will be sold to underwriters at same 
price. Price — Public offering price of unsubscribed 
shares by amendment. Proceeds—For expansion of plant 
facilities and for additional working capital. Offering 
postponed. 


@ Southwestern Freight Lines, Phoenix, Ariz. 


Jan. 28 (letter of notification) 4,509 shares ($10 par) 
6% cumulative preferred. Price—$10 a share. No un- 
derwriting. To reimburse treasury for capital expendi- 
tures and for additional working capital. 


Southwestern Public Service Co., Dallas, Texas 
(2/24-28) 


Jan. 31 filed 20,000 shares ($100 par) cumulative pre- 
ferred and 64,438 shares ($1 par) common. Underwriter 
—Dillon, Read & Co., Inc., New York. Offering—Pre- 
ferred shares will be offered publicly. The common 
shares initially will be offered for subscription to com- 
mon stockholders. The subscription rate will be disclosed 
by amendment. Unsubscribed shares will be offered to 
the public. Price—By amendment. Proceeds—Net pro- 
ceeds, together with other funds, will be used for con- 
struction of additions and improvements to properties of 
the company. It anticipates spending approximately $9,- 
300,000 for expansion program during fiscal year ending 
Aug,.31, 1947. -Of this ameunt $1,734,801 was expended 
up to last Nov. 30... 7 








Standard Factors Corp., New York 


Feb. 3 filed $250,000 of 434% 15-year convertible sub- 
ordinated debentures, due 1960, and 60,000 shares ($1 
par) common. Underwriter—Sills, Minton & Co., Inc., 
Chicago. Price—By amendment. Proceeds—For addi- 
tional working capital. 


Stone Container Corp., Chicago 


Oct. 24 filed 300,000 shares of ($1 par) common. Under- 
writer — Hornblower & Weeks, Chicago. Offering — Of 
the total, company is selling 200,000 shares and stock- 
holders are selling the remaining 100,000 shares. Price 
by amendment. Preceeds—Of net proceeds, company will 
use $1,225,000, plus a premium of $12,250, together with 
accrued interest, for payment of a bank loan, and $493,- 
500, together with accrued interest, for discharge of its 


10-year 6% debentures. Any balance will be added to 
working capital. 


Street & Smith Publications, Inc. 


July 17 filed 197,500 shares of common stock. Under- 
writers—Glore, Forgan & Co. Offering—The offering 
represents a part of the holdings of the present stock- 
holders. Indefinitely postponed. 


Swern & Co., Trenton, N. J. 
Aug. 28 filed 195,000 shares common stock (par $1). 
Underwriter—C. K. Pistell & Co., Inc. Offering—Com- 
pany is selling 45,000 shares, and eight selling stock- 
holders are disposing of the remaining 150,000 shares. 
Price—$10.50 a share. Proceeds—From 45,000 shares 
sold by company will be applied to working capital 
initially. Offering date indefinite. 


Toledo (O.) Edison Co. 


Oct. 25 filed $32,000,000 first mortgage bonds, due 1976, 
and 160,000 shares of ($100 par) cumulative preferred. 
Underwriters—To be determined by competitive bidding. 
Probable bidders include The First Boston Corp.; Halsey, 
Stuart & Co. Inc. (bonds only); Blyth & Co., Inc.; and 
Smith, Barney & Co. Price to be determined by competi- 
tive bidding. Proceeds—Net proceeds together with $4,- 
500,000 bank loan and if necessary, the $5,000,000 to be 
contributed by its parent, Cities Service Co., will be used 
to redeem outstanding debt and preferred stock, involv- 
ing a payment of $55,906,590, exclusive of interest and 
dividends. 


Transgulf Corp., Houston, Texas 


Jan. 13 (letter of notification) 30,000 shares (no par) 
common. Price—$10 a share. Underwriter—South & Co., 
Houston, For development of oil and gas properties. 


® Tung-Glow Mining Corp., Reno, Nev. 


Feb. 6 (letter of notification) 60,000 shares of common. 
Price—$1 per share. To be sold through President of 
company. For mine development. 


United Air Lines, Inc. (Chicago) (2/27) 


Jan. 20 filed 94,773 shares ($100 par) 412% cumulative 
preferred. Underwriting—Harriman Ripley & Co., New 
York. Offering—Common stockholders of record Feb. 11 
will be given the right to subscribe for the stock in the 
ratio of one share for each 19.5 shares of common held. 
Rights expire Feb. 25. Unsubscribed shares will be pur- 
chased by underwriters. Price—$100 per share. Proceeds 
—For general corporate purposes. The company plans to 
spend about $70,000,000 for new flight equipment, new 
ground facilities and communications equipment. 


®@ U. S. Oil & Development Corp., Denver 


Feb. 6 (letter of notification) 3,000,000 shares (10¢ par) 
6% preferred. Price—10 cents a share. No underwriting. 
For acquisition and development of oil and gas leases 
or mining properties. 


U. S. Television Manufacturing Corp., New York 


Nov. 4 filed 200,000 shares (par $1) 25c cumulative con- 
vertible preferred and 230,000 shares of common (par 
50c). Price to public for preferred $5 per share. Em- 
ployees will be permitted to purchase preferred at $4.50 
per share, Of the common 30,000 shares are reserved for 
the exercise of warrants up to Jan. 15, 1950, at $3.50 per 
share and 200,000 are reserved for the conversion of the 
preferred. Underwriters—Names by amendment. Price 
$5 per share for preferred. Proceeds—For working cap- 
ital and expansion of business. 


@ Universal Winding Co., Cranston, R. I. 


Feb. 10 filed 100,000 shares ($15 par) convertible pre- 
ferred. Underwriter—Reynolds & Co., New York. Price— 
Supplied by amendment. Proceeds—To pay cost of con- 
verting company’s former foundry building to manufac- 
turing purposes and to pay short-term bank loans. Any 
balance will be used as working capital. Business — 
Production of winding machines. 


@ Upson Co., Lockport, N. Y. (2/14) 


Feb. 6 (letter of notification) 2,000 shares of common 
stock (par $10). Underwriter—Hamlin & Lunt, Buffalo. 
Shares will be sold to underwriter at $15 per share for 
resale to public at market (about $16). Proceeds to 
selling stockholder. 


































Utah Chemical & Carbon Co., Sait Lake City 


Dec. 20 filed $700,000 15-year convertible debentures and 
225,000 shares ($1 par) common. The statement also 
covers 105,000 shares of common reserved for conversion 
of the debentures. Underwriter—Carver & Co., Ine., 
Boston. Price—Debentures 98; common $3.75 per share. 
Proceeds—For plant construction, purchase of equip- 
ment and for working capital. 


Verde Exploration, Ltd., New York 


Jan. 20 filed 405,000 shares ($1 par) capital stock. Under- 
writer—None. Offering—To be offered privately to a 
small group of subscribers to the original syndicate and 
to stockholders of the Clemenceau Mining Corp. Price— 
At par. Proceeds—To effectuate the purchase agree- 
ment with the Clemenceau Mining Corp. for acquiring 
mining properties in Arizona. 


Victory Gold Mines Ltd., Montreal, Canada 
Nov. 13 filed 400,000 shares ($1 par) capital stock. Un- 
derwriter—None as yet. Price—25 cents a share. Pre- 


ceeds—For developing mining property. Business— 
Acquiring and developing mining properties. 


West Coast Airlines, Inc., Seattle, Wash. 


Sept. 2 filed 245,000 shares ($1 par) common. Under- 
writer — Auchincloss, Parker & Redpath, Washington, 
D. C. Price—$7 a share. Proceeds—Will be used for pay- 
ment of various expenses, repayment of bank loans, 
purchase of equipment and for working capital. 


Western Air Lines, Inc. 


Nov. 27 filed 1,200,000 shares ($1 par) capital stock. 
Underwriter—Dilion, Read & Co. Inc. Price by amend- 
ment. Proceeds — Offering consists of an unspecified 
number of shares being sold by the company and by 
William A. Coulter, President and Director. The amounts 
being offered by each will be stated definitely by amend- 
ment and the total number of shares presently stated 
will be reduced if the offering consists of a smaller num- 
ber of shares. Company will use its proceeds estimated 
at a minimum of $6,500,000 together with a $7,500,000 
bank loan, toward payment of its promissory notes and 


to finance company’c equipment and facilities expansion 
program now undet way. 


White’s Auto Stores, Inc. 


Aug. 29 filed 75,000 shares $1 cumulative convertible 
preferred stock ($20 par) and 50,000 shares common 
stock (par $1). Underwriters—First Colony Corp. and 
Childs, Jeffries & Thorndike, Inc. Offering—Company 
is offering 75,000 shares of preferred; the 50,000 shares 
of common are outstanding and being sold by four in- 
dividuals for their own account. Price by amendment 
Proceeds—Proceeds from the sale of the preferred stock 
will be used to provide funds for a wholly-owned sub- 
sidiary, retire loans from banks and from White’s Em- 
ployees Profit Sharing Trust, and for additiona) working 
capital. Expected to file new financing plan at early date. 


Wisconsin Power & Light Co., Madison, Wis. 
May 21 filed 550,000 shares ($10 par) common stock te 
be sold at competitive bidding. Underwriters—By 
amendment. Probable bidders include Merrill Lynch, 
Pierce, Fenner & Beane; White, Weld & Co.; Glore, 
Forgan & Co., and Harriman Ripley & Co. (jointly); 
The Wisconsin Co., and Dillon, Read & Co. Proceeds— 
Part of the shares are to be sold by Middle West Corp., 
top holding company of the System, and part by pref- 
erence stockholders of North West Utilities Co., parent 
of Wisconsin, who elect to sell such shares of Wisconsin 
common which will be distributed to them upon the 
dissolution of North West Utilities Co. 


@ Wohl Shoe Co., St. Louis, Mo. 

Feb. 4 (letter of notification) 1,190 shares ($20 par) 
common. Price—$95.51 a share. No underwriting. To be 
sold only to certain executives and junior executives of 
company. Proceeds—Will be added to general funds, 


Wyatt Fruit Stores, Dallas, Texas 
Nov. 12 filed 5,000 shares (par $100) preferred stock. 
Underwriter—Rauscher, Pierce & Co. Proceeds—Will be 
used in part to equip three new cafeterias, to remodel its 
super markets and to increase working capital. 


York (Pa.) Corp. (2/19) 


Jan. 30 filed 160,000 shares ($50 par) cumulative con- 
vertible preferred. Underwriters—Union Securities Corp. 
and Stone & Webster Securities Corp., New York. Price 
—By amendment. Proceeds—Proceeds will be used to 


prepay $7,000,000 of bank term loan notes. The balance 
will be added to general .funds. , 
(Continued on page 914) Pers vi 
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@ Americar Buslines, inc. 

Feb. 10, stockholders are being notified of the company’s 
intention to offer 41,655 additional shares of common 
at $30 and 10,413 shares of preferred at $100. The offer- 
ing will be made to stockholders and any shares not 
taken up will be bought by Chicago Corp. Part of the 
proceeds will be used to purchase the 49% of the stock 
of Burlington Transportation Co. now held by the C. B. 
& Q@. American Buslines already holds 51% of the 
Burlington line’s equities, 


@ American Telephone & Telegraph Co. 

Feb. 7, it is rumored in financial circles, that the company 
in April probably will float an issue of about $200,000,000 
of debentures and that later in 1947 another issue— 
around $550,000,000—will be placed on the market to 
finance the system’s expansion program. Probable bid- 
ders include Morgan Stanley & Co.; Halsey, Stuart & 
Co. Inc., and The First Boston Corp. (jointly). 


@ American Tobacco Co. 

Feb. 7 reported company planning issuance of some 
600,000 to 900,000 additional common B shares or con- 
vertible preferred stock, thus placing it in a position to 
take care of its inventory requirements, which have been 
financed through bank loans. Traditional underwriter, 
Morgan Stanley & Co. 


@ Atlantic Refining Co. 


March 20, stockholders will vote on a proposed recapi- 
talization designed to facilitate the financing of present 
and future capital requirements and reduce the cost 
of such operations. Under the plan, present outstand- 
ing 4% series A preferred and 3.60% series B preferred, 
totaling 200,000 shares, and authorized preference stock 
in the amount of 650,000 shares, will be changed to 
an authorized 900,000 shares of preferred. New shares, 
if issued, therefore, would be on a parity with the old. 
To compensate for the change, the company said, it 
would waive any right to call the 4% issue before 
Aug. 1, 1948, and would increase the dividend rate on 
the series B to 3.75%. The common will lose preemptive 
rights to subscribe to any new issues of preferred and 
common. While definite plans have not been made, the 
company said it is giving consideration to the possible 
issuance at some future date of new preferred stock 
to provide funds for capital expenditure. Probable un- 
derwriter, Smith, Barney & Co. ‘ 


® “Big’’ and “Little’’ Inch Pipe Lines 


Feb. 10, among the bids received by the War Assets 
Administration for the “Big” and “Little” inch pipe- 
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lines, built by the government during the war at a cost 
of $145,800,000, were the following: (a) $143,127,000 
cash by Texas Eastern Transmission Co., Houston, the 
securities to be underwritten by Dillon Read & Co., Inc.; 
(b) $123,700,000 by Tennessee Gas & Transmission Co. 
(presently operating the lines); (c) $108,031,660 by Big 
Inch Gas & Oil Corp.; (d) $121,000,000 by Big Inch 
Natural Gas Transmission Co. 


@ Chicago Rock Island & Pacific Ry. 


Feb 11 company plans the issuance of $5,850,000 equip- 
ment trust certificates to finance the purchase of rolling 
stock valued at $7,803.000. Probable bidders include 
Halsey, Stuart & Co. Inc.; Salomon Brothers & Hutzler. 


® Chicago Transit Authority 
Feb. 6, following two-day conference, a group headed 
by Harris, Hall & Co. (Inc.); Blyth & Co., Ine., and The 
First Boston Corp. indicated it would underwrite a pro- 
posed $90,000,000 to $100,000,000 bond issue to finance 
purchase of Chieago transit lines. 


@ Florida Power Corp. 


Feb. 7 General Public Utilities Corp. notified the SEC 
that it intends to sell for cash its holdings of 2,900 shares 
of common stock of Florida Power Corp. 


® Foremost Dairies, Inc. 


Feb. 11 recent improvement in the market has revived 
negotiations for refunding of company’s preferred. Com- 
pany has 28,000 shares of 6% cumulative’ preferred, ($50 
par). Allen & Co. are traditional underwriters. 


® Gilmer Oil Co. 


A block of 10,000 shares of capital stock will be offered 
at public auction on Feb. 13 by Adrian H. Muller & 
Son, New York auctioneers. The company is a closely 
held corporation with 60,000 shares outstanding. The 
shares will be offered first in parcels of 500 shares and 
thereafter as a single block. A minimum bid of $27.50 
a share will be required. The shares offered are part 
of a block of 24,900 owned by the estate of the late 
Sidney J. Hernstadt, former President of the company. 


® Howard Industries, Inc. 


Feb. 7 company contemplates the sale of $300,000 con- 
vertible debentures, to provide funds for expansion and 
working capital. 


@® Lehigh Valley Transit Co. 


Feb. 10 company, in connection with National Power & 
Light Co.’s dissolution plan, proposes to sell for the 
best price obtainable 13,769 shares of 412% preferred 
stock of Pennsylvania Power & Light Co., which it now 
owns. 


® Mathieson Alkali Works (Inc.) 


Feb. 10, some expansion and development work con- 
templated will require some new financing by the com- 
pany. Traditional underwriter, Hayden, Stone & Co. 


@® Michigan Consolidated Gas Co. 


Feb. 11 company contemplates to spend more than $12,- 
000,000 on expansion and improvement of facilities in 
1947. It is presently contemplated to meet the costs 
of the program by sale of both new bonds and addi- 
tional preferred stock. No definite financing plans have 
been formulated as yet. Probable bidders for securities 
inciude Dillon, Read & Co. Inc.; Halsey, Stuart & Co. 
Ine. 


® Michigan-Wisconsin Pipe Line Co. 

Feb. 7 the Federal Power Commision approved com- 
pany’s application to build a $52,600,000 natural gas 
pipeline from Texas to the Detroit-Ann Arbor area as 
well as to sections of Wisconsin, Missouri and lowa. 
The company will shortly apply to the SEC for approval 
on the initial issuance of $52,700,000 in securities. These 
include $5,700,000 of 2% 5-year serial notes, $30,000,000 
344% 20-year first mortgage bonds and $17,000,000 of 
common stock. During the fourth year of operation the 
company, it is stated, will issue $14,000,000 of 5% pre- 
ferred and an additional $12,000,000 of 3%% 20-year 
bonds. The common stock is to be sold to Michigan 
Consolidated Gas Co. Probable underwriters of the 
bonds include White, Weld & Co.; Dillon, Read & Co. 
Inc.; Halsey, Stuart & Co. Inc. 


@® Netherlands, Kingdom of 


Feb. 11 it was reported the proposed sale of dollar bonds 
in the American market has been reduced to $25,000,000 
as against the $50,000,000 originally discussed. Kuhn, 
Loeb & Co. probably will head the underwriting group 
for the issue which it is said, will have a 10-year ma- 
turity. 


@ New York Telephone Co. 


Feb. 7 it was reported that company may shortly seek 
the issuance of between $75,000,000 and $100,000,000 in 
debentures to finance its vast construction program. 
Probable bidder includes Halsey, Stuart & Co. Inc. 


@ Northern Indiana Public Service Co. 


Feb. 10 Middle West Corp., Midland Realization Co. and 


Midland Utilities Co. announced that they had arranged 
for a joint public offering of approximately 380,000 
shares of common stock. The shares will, it is said, be 
registered and an invitation for bids issued later. 


@® Norwich & Worcester RR. 

Nov. 7 company received no bids for its offering of 
$1,800,000 first mortgage bonds, series B. The company 
extended the time for receipt cf bids from noon Feb. 5 
to noon Feb. 6. Company now is negotiating the sale 
of the bonds on a non-competitive basis. 


® Public Service Co. of New Hampshire 

Feb. 11 reported New England Public Service Co. has 
plans under way to dispose of its holdings of 565,000 
shares of the New Hampshire company through com- 
petitive bidding. Probable bidders include The First 
Boston Corp.; Kidder, Peabody & Co.; Blyth & Co., Inc.; 
Harriman Ripley & Co. 


@® Weber Showcase & Fixture Co., Inc. 

Feb. 8 company states that if market conditions are 
favorable it will proceed with plans for sale of additional 
stock in order to increase working capital and reduce 
short-term bank loans. 


Wheeling & Lake Erie Ry. (2/13) 
The company has issued invitations for bids to be re- 
ceived before noon (EST) Feb. 13 for $1,680,000 in equip- 
ment trust certificates. The certificates will mature 
serially from Sept. 1, 1947 to March 1, 1957. Probable 
bidders, Halsey, Stuart & Co. Inc.; Salomon Bros. & 
Hutzler. 





Our 


Reporter’s 


Report 





Service Co. 


With the new issue market 
finding itself wallowing in the 
doldrums for another week, 
bankers were beginning to look 
about for signs of a stirring 
breeze that would get them un- 
derway again. 


definitely. 


Two such large marketings are assure a maximum of return on! 
known to be simmering away on | their sales. 
the back of the range, namely 
those involving Oklahoma Gas & 
Electric Co. common stock to be 
sold by Standard Gas & Electric | before the business definitely de- 
Corp., and Public Service Co. of | velops, bankers are reported pre- 
New Hampshire common to be | 
marketed by New England Public | big piece of American Telephone 


The first-mentioned proposal, | ¢garded as in the offing. 
covering a total of 890,000 | 
shares of common stock of the | known to have been set up to 
Oklahoma operating property, 
recently postponed for a fort- 
night, has now gone over in- 


Nepsco’s projected sale of the 
New Hampshire Utility’s com- 


A number of large equity mon, 565.000 shares, 


transactions, growing out of 
public utility holding company 
compliance with the Holding 
Company Act, are in the wind, 
but it now looks as though the 
prospective issuers are deter- 
mined to await more propitious 
market conditions before under- 


lik 
taking these distributions, +n OR arnt 





has slipped back into uncer- 
tainty, so far as prospective date 
fer bidding is concerned. 


Both potential sellers are re-| tioned groups will be in the run- 
ported anxious to get done with | ning. Quite to the contrary, such 1946 
the task called for under the law,|2n operation probably will find ‘ 
but at the same time they would|the country’s underwriters and 
A substantial 
conditions than now prevail to' other of those aggregations. 


Ray of Light 
Though it will be several weeks 


paring to enter bids for the raed 


|& Telegraph Co. financing now | tificates 


Two huge 


go after whatever new securi- | 
ties come out of the next phase 
of the big communications com- 
pany in the direction of raising | 
funds to finance its long-de- 
ferred construction program. 


This business is counted on to 
run to at least $200,000,000 and in 


likewise 





market | déstributors in either one or the 





Treasury Securities 
| Little change in yields on long- | market on Tuesday. 
term bonds is likely to develop | 
according to Bankers Trust Co.,| Public Service Co. securities, 
which says in a review of the| 26,000 shares of 444% cumula- 
| government market, that if short-| tive preferred, $100 par, and 
iterm rates are kept pegged and 


Two Offerings Well Received | 
The new issue market was re-' yield from 1.30 to 2.40% accord- 
ported as guite receptive to twoiing to maturity. 


|new offerings which came on the 


Offering of Northwestern 


410,000 shares of common $3 


the Treasury continues to refi-| par, attracted considerable in- 
nance maturing issues with cer- 
there 
: softening of yields. 
syndicates are | put it holds that if short- 

| term rates are freed there may | , 
be slight stiffening of inter- standing 7 and 6% preferreds. 
mediate and long-term yields 
though it is -unlikely that the 
214% figure will be exceeded. 
| The point is made, however, 
| that if the Treasury persists in 
/converting into certificates of in- | 


h se debtedness all maturing or call-| serial bonds of the Central Ne- 
such circumstances it is doubted | able issues, it will undo in a short 


that more than the aforemen- | time the reduction of short-term 
debt which was accomplished in 


terest. 

slight | The preferred offering is sub- 
| ject to an exchange offer, expir- 
/ing Feb. 17, to holders of the out- 


may be 


In the case of the common 110,- 
000 shares are for the account of 
, the company and the balance for a 
| selling group. 
| The second issue, $10,000,000 of 


braska Public Power & Ifrrigation 
| District, maturing 1953 to 1977, 


/naturally appealed to municipal . 


‘investors. These were priced to 
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Sees No Upward 
Trend in Profits 


Industrial Conference Board 
study by Jules Backman and 
Martin R. Gainsbrugh show prof- 
its for 1946, estimated at 7.3‘: 
of national income, are not out 
of line. Hold manufacturing’s 
slice of total corporate profits 
has steadily narrowed. 


Profits in 1946 -were normal in 
relation to the national income 
and in line with long-term ratios 
for active years, says Jules Back- 
man and Martin R. Gainsbrugh in 
their chart survey of profits in 
the national economy which has 
just been released by the National 
Industrial Conference Board. 

During previous years of high 
level employment and production, 
the two economists declare, profits 
have averaged between 712% and 
8%% of the national income. As 
a result of the heavy income taxes 
levied against corporations, profits 
failed to reach this normal rela- 
tionship during the war years. In 
1946, after the excess-profits tax 
was repealed, total corporate 
profits were estimated at 7.3% of 


' the total national income, or about 


in line with long-term ratios for 
active years. 

Profits for 1946 Not Out of Lime 
—All corporations had profits of 
4.4% on sales in 1939 as compared 
with Nathan’s ratios of 5.7% for 
the last quarter of 1946 and an 
average of 5.5% for the entire 
year, say Dr. Backman and Mr. 
Gainsbrugh. “When allowance is 
made for the fact that about a 
fifth of the sales were made by 
deficit corporations in 1939,” they 
continue, “the relationship be- 
tween 1946 and the prewar years 
is significantly altered. Thus, 
average profits on sales earned 
by. profitable companies in 1939 
was 7.6%. In light of the generally 
depressed conditions of the econ- 
omy during these years, it is not 


probable that this return repre- 
sented an excessive ratio. 
“According to Nathan’s esti- 


mates for manufacturing corpora- 
tions, profits in the last quarter of 
1946 were 5.6% of sales, and for 
the entire year, 4.8%. This, com- 
pares with an average of 5.1% 
for all manufacturing in 1939, 
6.8% for the profitable manufac- 
turing corporations in that year, 
and 6.3% for all manufacturing in 
1929. Thus, while the dollar 
profits in 1946 were large, returns 
on sales were in line with past 
relationships. These figures belie 
the frequent charges that the 
elimination of price control has 
led to excessive price increases 
by industry.” 

Dividend Distribution vs. Wages 
Paid—Over the years 1909-1946, 
the economists show, corporations 
distributed to their stockholders 
$137 billion; wages and salaries 
paid to their employees amounted 
to $1,511 billion, or 11 times as/| 
much. 


Small Portion of Sales Dollar | 
Retained by Companies—No bit of 
economic folklore has_ gained 


For the entire period 1916-1943, | 
for which income tax statistics are | 
available, approximately half of | 
the companies have _ reported | 
losses. Even in a boom year like 
1929 there were 186,600 compan- 
ies with deficits as compared with 
269,400 with net income. Losses 
of the deficit corporations in that 
year aggregated $2.9 billion, as 
compared with the profits of $10.5 
billion for the profitable corpora- 
tions. 


In the years 1936-1939, fre- 
quently cited as the last normal 
period for tax and other purposes, 
the number of companies with 
deficits outnumbered the profit- 
able companies by more than 90,- 
000. One-quarter of all sales in 
this so-called base period were | 
made by companies which had 
deficits, and the aggregate of 
these deficits was $2.3 billion, as | 
compared with the profits of $7.5 | 
billion for the money-making 
companies. Even at the height of 
war production in 1943, 136,800 
companies reported deficits, but 
their aggregate losses were only 
$900,000,000. 

Manufacturing’s Slice of the 
Total Corperate Profit Steadily 
Narrowed—Manufacturing has re- 
ceived a declining share of the 
larger wartime and postwar profit 
|pie, the two economists hold, 
| while the distribution and service 
industries have taken larger 
slices. 

Since 1939, manufacturing has 
accounted for a larger share of 
| total civilian employment and has 
| produced a greater proportion of 
ithe nation’s income. Although 
| total profits in manufacturing in- 
|ereased substantially above the 
prewar depressed levels, its slice 
of the total corporate profit pie 
has been steadily narrowed. In 
1946, profits in manufacturing 
comprised about 50% of all cor- 
porate profits, as compared with 
| 62.1% in 1939 and 53.2% in 1929. 


The major manufacturing 
groups in which the relative profit 
position slumped from 1939 to 
1945 included: food, tobacco, 
chemicals, furniture, nonferrous 
metals, automobiles, and machin- 
‘ery. An improved profit position 
was reported for printing and 


publishing, textiles, apparel, 
petroleum and _ coal, lumber, 
leather, rubber, and transporta- 


tion equipment. 
Dividends Increased Very Little 


During War and _ “Transition 
| Periods—During the war years, 
the two economists point out, 


total dividend payments showed 
only minor changes as compared 
with 1939. As a result, the ratio of 
dividends to the total of dividend 
and wage payments fell to the 
lowest point on record. From 1909 
through 1939 this ratio was never 
lower than 6.9%, and in 1929 
reached 11.5%. I contrast, this 
ratio dropped sharply from the 


outset of the war to a low of 5.1% | 


in 1944. In 1946 it was estimated 
at 5.7%. 

The amounts distributed § as 
dividends usually do not coincide 
with corporate profits. During the 


| war years approximately half of 


the profits were distributed as 
dividends, while corporations built 
up reserves to meet costs of re- 


wider circulation than the idea | Conversion, reestablishment of in- 


that corporations retain 20% to 
25% or an even greater share of 


the funds received from their cus- 


| ventory position, 


installation of 
/new plant and equipment, etc. 


Preliminary estimates indicate 


profits were distributed as divi- 
dends in 1946. 


Wartime Business Savings Bare- 
ly Restored Predepressien Aceu- 
mulation — Corporate profits go 
two ways, say Dr. Backman and 
Mr. Gainsbrugh. Part is distributed 
to stockholders, and part is retained 
either to finance expansion with- 
out borrowing, or to continue 
basic operations in times of de- 
pression. These “undistributed” 
profits represent corporate sav- 
ings. 

From 1930 through 1938, the 
corporate economy paid out each 





year more than it received from 


its customers. 
amount of such corporate dissav- 
ings after payment of the modest | 
dividends was $25.5 billion. 


The cumulative] dent of William Iselin & Co., Inc., 


to the Board of Directors of C. I. 


| T. Financial Corporation was an- 


From 1939 through 1945, profit- | nounced by Henry Ittleson, Chair- 


able operations were restored and | 
corporate savings aggregated $26 | 
billion, er approximately the | 
amount dissaved from 1930 to 
1938. Dividends paid out were not 
significantly different from those 
of 1939. For 1946, corporate sav- 
ings are estimated at about $7 
billion, Over the entire span of 
1919-1946, corporate savings aver- 
aged less than $700,000,000 an- 
nually. 





Many Stites in Sweden 


work also. stopped in a number of 
other firms in the same industry 
all over the country. In Trollhattan 
3,600 men went on strike, at the 
ASEA General Electric Co. in 
Vasteras 3,000, at the Volvo auto- 
mobile works in Gothenburg 800, 
and at the Eriksberg Shipyard in 
the same city 2,800. Other strikes 
eccurred in Stockholm, Lands- 
krona, Sodertalje and Sundbyberg. 

Since no agreements exist at 
present for the metal working in- 
dustries, there is no question of 
breach of contracts. Governor 
Olle Ekblom. Chairman of the Me- 
diation Commission, states that 
the strikes have made the negotia- 
tions mere complicated so far as 
the employers are concerned, The 
Commission sees itself blocked in 
its mediation work while the cur- 
rent upset situation exists, and 
has been forced to interrupt its 
deliberations. It will, however, 
closely follow the development 
and resume attempts at mediation 
as soon as feasible. The board of 
the Metal Industry Workers Fed- 
eration will meet Feb. 7 to. discuss 
what action it can take. It has 
firmly urged the workers to ter- 
minate their strikes. 


Present Economic Outlook 
Difficult to Judge 
Despite the fact that the col- 
lective agreements were termi- 
nated in good time before the end 
of the year, negotiations for new 
ones have been slow in getting 


ployers is one of watchful waiting. 
The Government's hesitation in 
starting parliamentary delibera- 
tions about the inflation problem, 





SITUATIONS WANTED 





Unlisted Trader and 
Customers’ Man 


Presently connected with stock ex- 
change house desires to make change. 
Thoroughly experienced. Box M212 
Commercial & Financial Chronicle 25 


Park Place, New York 8, N. Y. 








TRADER 


Wishes position to give service and 
execute orders in over-the-counter 
securities. Box M213, Commercial & 
Financial Chronicle, 25 Park Place, 
New York 8, N. Y. 





tomers, say Dr. Backman and Mr. | that less than half of corporate 


Gainsbrugh. 


Almost every public opinion | 
poll, say the two eeonomits, re- | 
veals that the public believes high | 
proportions of profit are retained | 
by corporations. But, they point 
out, “official data, taken from tax | 
returns, show that over the years | 
1919-1943, the average profit per 
dollar of sales has been only 4.3%. 
In fact, the highest rate of profit | 
on sales ever recorded was not | 


greater than 7.3%.” | 


Half of All Corporations Op- | 
erated at a Loss During 1916-1943 
—Normally, the economists de- | 
clare, a high proportion of all | 
corporations operate at a 





Against Slowness of Contract Negotiations 
Economic Outlook Obscure 


STOCKHOLM, Feb. 5—The workers at Gotaverken, Sweden’s 
biggest shipyard, went on strike Feb. 3 in 
ness with whieh negotiations in®————- 
the metal working industries are| Dagens Nyheter recently pointed 
proceeding. The following day/cut, is one of the main reasons 


started. The attiiude of the em-| 











Progressive Firm Please Note— 


College Graduate, 9 Years’ Experience, 
Desires Connection... 


@ ACCOUNTANT 
@ SALES 


@ SYSTEMS and METHODS 
© AUDITING 


Ex-Burroughs Salesman — Know Systems and Methods 


Interview at your convenience with complete record of past 


experiences. Please address 


Financial Chronicle, 


loss. ° 


25 Park Place, 


Box H 26, Commercial & 


New York 8, N.Y. 


inProtest = 


protest against the slow- 


\why the agreement negotiations 
have been delayed. “What indus- 
try demands to know is whether 
there is any seriousness in the talk 
that the value of the krona must 
not decline further and if the Gov- 
ernment and the Riksdag are 
ready to accept the consequences 
of such a statement.” 

| The only large strike in Sweden 
in the last few years was in 1945 
in the metal working industry, the 
same one which is now affected. 
That was the most expensive strike 
ever staged in Sweden. The main 
responsibility for its outbreak was 
placed on the Communists, who 
have greater influence among the 





workers in this industry than in 
any other. 


McCain & Cromwell 
Directors of GC. L. T. 


Election of Charles S. McCain, 
President of Dillon, Read & Co., 
Ine., and Jarvis Cromwell, Presi- 


DIVIDEND NOTICES 








J. lL. Case Company 
(Incorporated) 
Racine, Wis., February 7, 1947. 
A dividend of $1.75 per share upon the out- 
standing Preferred Stock of this Company has 
been declared payable April 1, 1947, and a 
dividend of 40c per share upon the outstanding 
$25 par value Common Stock of this Company 
has been declared payable April 1, 1947, to 
holders of record at the close of business 


March 12, 1947, 
——= MEG. CO... 


© PREFERRED DIVIDEND NO. 2 

A quarterly dividend of eighty-one and 
one-quarter cents ($.8144) per share on 
the 34%4% Cumulative Convertible Pre- 


ferred Stock, $100 par value of this 
Company, has been declared, payable 


WM. B. PETERS, Secretary. 








ALLIS-CHALMERS 


March 5, 1947, to stockholders of record 
at the close of business February 17, 
1947. Transfer books will not be closed. 
Checks will be mailed. 
W. E. HAWKINSON, 
Secretary-Treasurer. 
February 7, 1947. 











— er 


ALLIS- CHALMERS 
(c>)——M FG. CO.—— 
. 
COMMON DIVIDEND NO. 91 
arterly divide forty 
A regular quarterly d vidend of- 3 
cents. ($0.40) per share upon the issued 
and outstanding Common Stock, without 
par value of this company, has been de- 
clared, payable April 2, 1947, to stock- 
holders of record at the close of business 
March 3, 1947. Transfer books will not 
| be closed, Checks will be mailed, 
W. BE. HAWKINSON, 
Secretary-Treasurer, 
February 7, 1947. 











THE BUCKEYE PIPE LINE 
COMPANY 

| 30 Broad Street 
New York, N. Y., January 29, 1947. 


The Board of Directors of this Company has 
this day declared a dividend of Twenty (20) 
| Cents per share on the outstanding capital 
| stock, payable March 15, 1947 to shareholders 
|of record at the close of business February 


18, 1947. 
Cc. O. BELL, Secretary. 








} 


man. 

Mr. McCain sueceeds Ralph H. 
Bollard, who retired from Dillon, 
Read & Co., Inc., on Dec. 31, 1946, 
and Mr. Cromwell sueceeds Lin- 
coln Cromwell, of William Iselin 
& Co., Inc., both vacancies being 
created by resignations. William 
Iselin & Co., Ine. is a wholly- 
owned subsidiary of C. I. T. Fi- 
nancial Corporation, engaged in 
the general factoring business. 



































DIVIDEND NOTICES 


KANSAS. GIT¥ POWER & LIGHT COMPANY 
Dividend No. 1 on 3.80% Cumulative 
Preferred Stock 





The regular quarterly dividend of 95¢e per 
share on the 3.80’, Cumulative Preferred Stock 
of Kansas City Power & Light Company, 
Kansas City, Missouri, has been declared, pay- 
able March 1, 1947, to. stockholders of record at 
the close of business February 14, 1947. 

All persons holding shares. of such Preferred 
Stock of the Company are requested to transfer 
such stock, on or before ary 14, 1947, to 
the. persons who are. entitled to receive the 
dividends. 

ROBERT A. OLSON, Secretary. 

January 27, 1947. 








a] 


Maéma Copper Company 
Dividend No. 98 


On February 10, 1947, a dividend of Twenty- 
five Cents (25c) per share was declared on,.the 
capital stock of MAGMA COPPER COM- 
PANY, payable March 15, 1947, to stock- 
holders of record at the close of business 
February 27, 1947. 

H. E. DODGE, Treasurer. 














RADIO CORPORATION 
OF AMERICA 


Dividend on 
First Preferred Stock 


At the meeting of the Board of Direc- 
tors held today, a dividend of 87% 
cents per share, for the period Janu- 
ary 1, 1947 to March 31, 1947, was de- 
clared on the $3.50 Cumulative First 
Preferred Stock, payable April 1, 1947, 
to holders of record at the close of 
business March 7, 1947. 

A. B. TUTTLE, Treasurer 
New York, N. Y., February 7, 1947 
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Dividend 


Notice CORD 
BURLINGTON 


MILLS CORPORATION 


February 
7, 1947 


The Boord of Directors of this Corporation 
has declared the following regular divi- 
dends on the preferred stock and also the 
4Oth consecutive regular dividend on the 
common: 


4% CUMULATIVE PREFERRED STOCK 
$1 per share 





| 


32% CUMULATIVE PREFERRED STOCK 
87/2 cents per share 


32% CONVERTIBLE SECOND 
PREFERRED STOCK 
87/2 cents per share 


COMMON STOCK ($1 par value) 
25 cents per share 


Each dividend is payable March 1, 1947, 
to Stockholders of record at the close of 
business Februcry 14, 1947. 





STEPHEN L. UPSON, Secretary 
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Hew York Cotton Exchange Refuses to Negotiate 
Until Employees Exercise Right to Leave Union 


Exchange insists upon carrying out an “escape clause” in a mainte- 

mance of membership provision in its present contract to make sure 

United Financial Employees, AFL, really does represent its em- 

ployees before entering into actual negotiations for a new contract. 

The New York Cotton Exchange is refusing to commit itself on ly 

the question of whether it will enter into negotiations with the United | 
Financial Employees, AFL, for a*— —— 





mew contract to replace the pres- 
ent one which expires on March 
3 until, as it says, it has the chance 
to see whether that union really 
does represent its employees, 

The Exchange, that is, pro- 
poses, first of all, to carry out 
an “escape clause” in a mainte- 


mance of membership provision of | 


its present contract which gives 
present members of the union 15 
days following the expiration of 
athe contract in which to resign 
from the union if they so desire. 
Usually, maintenance of member- 
ship sections of a labor contract 


Bive union members a 15-day pe-| 


riod in which to resign from the 


‘mmion at the beginning—not at the | 


termination—of the contract. Dat- 
ing back to the War Labor Board 
era of industrial relations, main- 
tenance of membership clauses 
compel union members or persons 
who join the union to maintain 
their membership in the union for 
the duration of the contract. 

If the Exchange finds that its 
employees now covered by con- 
tract no longer wish to remain in 
ihe union, it intends to seek a 
vote, in the form of an election, 
among the employees denying the 
union the right to act as bargain- 
ing agent for them. (New York 


State labor law gives employers | 
of industries that could come un-| 


der its jurisdiction the right to 
petition for a State Labor Board 


vote.) If the Exchange finds that | 


any particular department or any 
special classification of employees 
wishes to withdraw from the 
union, it will seek a vote among 


the employees of this department) 
or group denying the union the) 
wight to represent them in col-| 


fective bargaining. 
The Cotton Exchange’s newly- 


appointed Labor Committee will | 


probably enter without delay into 
what must of necessity, under the 


circumstances, be informal dis-| 


cussions regarding a possible new 
contract. The union wanted to 
ameet with representatives of the 
Exchange Monday afternoon, for 
instance. Though the Exchange 
does not propose to be very defi- 
mite or specific about any new 
contract until March 18, the last 
day of the period cited in the 


| March 4. 








“escape clause” when employees | 
may leave the union if they wish, | 
or later, it has already agreed to| 
make the provisions of any new) 
contract retroactive back to 


The UFE itself, disturbed a lit-| 
tle over the Cotton Exchange's | 
refusal] to be very definite about} 
a new contract until March 18 or} 
later, called a special meeting last} 
Saturday of those of its members | 
who are employed at the Cotton) 
Exchange for a general discussion 
of the situation. The union reports 
that the meeting voted unan- 
imously for a strike at the New| 
York Cotton Exchange in the) 
event the Exchange refuses to 
open negotiations looking to a 
new contract before March 3. The 
meeling also went on record as 
being desirous of incorporating in 
the new contract provis:ons for a| 
30% increase in pay, job classifi- 
cation, pensions for everybody, | 
bonuses geared to volume of bus- 
iness. three weeks’ vacation after 
ten years of service and four 
weeks’ vacation after 15 years of 
service, effective grievance ma-| 
chinery, and union security, in-| 
cluding seniority rights and check- 
off. The union claims to have a) 
membership of 70 among the 100) 
employees of the particular clas- 
sifications it covers at the Ex- 
change. 

The unions on Wall Street—both 
AFL and ClO—are quick enough 
at times to make strike threats 


| As yet, 


strike threats on Wall Street don’t 
quite mean what they seem to 
say. The unions have given more 
than one sign that they have seen 
the political signs on the wall and 
are governing their actions ac- 
cordingly. If it can be said the 
unions may have lost some of 
their former spontaneous enthusi- 
asm and even strength—though 
ve are not sure at all such is ex- 
actly the case—it is probably 
equally true that in certain very 
definite but isolated spots they 
are still extremely active and, to 
all outward appearances, solidly 
entrenched. In viewing the Wall 
Street labor scene, it is mislead- 
ing to look at the general picture 
only because, though generally 
speaking, the unions have far to 
go yet, in certain limited—very 
limited — areas, however, they 
have undoubtedly made signifi- 
cant beginnings. The UFE is 
strongest in the Exchanges and 
the CIO is strongest in the banks. 
neither union has con- 
cluded a contract with a broker- 
age house. 

There has been a very signifi- 
cant change in union tactics. The 
UFE, for instance, says now that 
it intends no longer to fight for 
the traders and others in the 
brokerage houses who are close 
enough to management to be in a 
position to advise it on important 


| matters of policy or close enough 


to be able to commit a firm fi- 
nancially. The various specialists | 
in the higher categories of the’ 
industry are believed to be strong 
enough to bargain with their em- 
ployers for themselves as _ indi- 
viduals. As the union puts it, if 


| these employees believe they can 


do better bargaining for them- 


| selves, they can do their own bar- 
| gaining, but the union will con- 


tinue to protect the rights of what 


though it is known that they are| it calls the “back office” staff. 


not at all anxious for a strike of | 


The Financial Employees Guild, 


any kind anywhere now. A show- | (10, too, though it talks a lot about 
down of some description is un-| striking—as in the case of its dis- 


doubtedly in the making between 


the unions and management, par-| 


ticularly the management of the| Pany 


| pute with the Irving Trust Com- 





is perfectly willing to seek 


banks and brokerage houses, in| the help of the legal labor-rela- 
the financial district. It would be| tions agencies to try to avoid a| 


probably safe to say, however, in| 
the light of recent events stripped | 
of all the high-powered words and | 


| other dramatic paraphernalia of | 
; ; | 
'union propaganda (the unions are | 


prolific in the number of hand- 


| bills they hand out to all passers- | 
_ by in the streets and they don’t | 
hes:tate to 
strength whenever they think it) 


put on shows of | 


strategic to do so), that the recent | 





Offerings Wanted 


Connecticut Light & Power Ist & Ref. Mtge. 3%, 1974 
Connecticut River Power Co. Ist Mtge. 3°4%, 1961 
New York State Electric & Gas Ist Mtge. 234%, 1977 


Kobbe & Company 


INCORPORATED 
55 Liberty Street, New York 5, MN. ¥. 
Telephone 
BArclay 7-2663 


Teletype 
NY 1-277 








Delhi Oil 
Gerotor-May 
U. S. Radiator Pfd. 
‘Sunshine Consolidated 


————— 


W. T. BONN & CO. 


120 Broadway, New York 5 
Telephone COrtlandt 7-0744 
Bell Teletype NY 1-886 





Shortage of Freight Cars 


indicates long-term large volume of 
business for 


RALSTON STEEL CAR CO. 


(freight car manufacturers) 


Market about 9 


1946 high about 12 


Circular Available 


LERNER & CO. 


Inactive Securities 


10 Post Office Square, Boston 9, Mass. 
Telephone Hubbard 1990. Teletype Bs 69. 











strike. This may be considered as 
an encouraging sign. The assist- 
ance of the New York State Medi- 
ation Board has already been ob- 
tained in the Irving Trust case 
though without results. At the 
moment, the union is looking to 
the State Labor Board for help. 
The union is accusing the bank of 
unfair labor practice and has filed 
a charge to that effect with the 
board. The union claims the bank 
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through the employment of pri- 





vate detectives and in other ways 
is “intimidating” its members. 
The union must be aware in bring- 
ing this complaint to the board | 
that months even may be required | 
for the rendering of a decision in| 
the case. A charge of unfair labor 
practice brought against Harris, | 
Upham & Co. before the board 
early last fall must still be judged | 
finally by the board. The CIO} 
union is also trying to get the 
bank to agree to arbitration. 

A State Labor Board election to | 
determine collective bargaining 
agency will be conducted at the 
request of the UFE Monday from 
3:30 to 5:30 p.m. in Room 904 of 
the New York Stock Exchange 
among the employees of Asiel & | 
Co., brokers of 11 Main Street. 

The Financial Employees Guild 





has obtained a new contract from 
the Royal Industrial Bank at 1134) 
Broadway providing for weekly 
pay increases of $9, hospitalization 
and group insurance up to $1,000 
to be paid by the employers, and 
other benefits, including a 35-| 
hour week, that is, a work week | 
of five days of seven hours each, 
if the banking industry goes on a, 
five-day week. The contract also| 


establishes the following mini- 
mums for the various salary 
classifications $33 for the least 


skilled positions in the bank (floor 
girls, clerks, rack clerk, grade 33 
$38, rack machine operator; $41, 
stenographer grade II; $44, secre- | 
tary - stenographer; $47, teller 
grade I with promotion to teller | 
grade II and a minimum of $57 | 
after one year; $60, head teller, | 


note teller, head book-keeper. 
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HAnover 2-0050 


Abitibi Power & Paper Co. 
Brown Co. 
Minnesota & Ontario Paper Co. 
Bonds and Shares 


CARL MARES & CoO. INc. . 


Teletype—NY 1-971 





50 Broad Street 











FOREIGN SECURITIES 
SPECIALISTS 


AFFILIATE: CARL MARKS & CO. inc. CHICAGO 








New York 4, N. Y. | 
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Specializing in Cnlisted Securities 


Bank _ Insu rance 


Public Utility —Industrial—Real Estate 
Lumber & Timber 
Bonds, Preferred and Common Stocks 


BOUGHT—SOLD— QUOTED if 


REMER, MITCHELL & REITZEL, INc. 
208 SOUTH LA SALLE ST., CHICAGO 4 » PHONE RANDOLPH 3736 Hi 


WESTERN UNION TELEPRINTER “WUX" 


@e BELL SYSTEM TELETYPE CG-989 





















































Old Reorganization 
Rails 
Domestic & Foreign 
Securities 


New Issues 


M.S. Wien & Co. 


ESTABLISHED 1919 
Members N. Y¥. Security Dealers Ass’n 
40 Exchange Pl., N. Y.5 HA. 2-8780 
Teletype N. Y. 1-1397 








r * 








Raymond & CO. 


148 State St., Boston 9, Mass. 


Tel. CAP, 04258 : : Teletype BS 259 
N. Y. Telephone HAnover 2-7914 
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Sheraton Controlled 
Thompson’s Spa 
$6 Cum. $100 Par 
Dividend Arrears $83 Sh. 
Price Around $35 
Common Around 2% 


Ralph F. Carr & Co., Inc. 


31 Milk Street, Boston 9, Mass. , 
Bosten New York Teletype 
Hubbard 6442 Hanover 2-7913 BS 328 
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We Specialize in all 


Insurance and Bank Stocks 
Industrial Issues 
Investment Trust Issues 
Public Utility Stocks and Bonds 
TEXTILE SECURITIES 
Securities with a New Eng. Marke? 


Frederick C. Adams & Co. 


Specialists in 
New England Unlisted Securities 


30 FEDERAL STREET, BOSTON 10 
Established in 1922 
Tel. HANcock 8715 Teletype BS 23 











*Seaboard Fruit Co., Inc. 
*General Products Corp. 
*Susquehanna Mills 
Empire Steel Corp. 


*Prospectus on Request 





Hill, Thompson & Co., Inc. 


Markets and Situations for Dealers 











120 Broadway, New York 5 
Tel. REctor 2-2020 Tele. NY 1-2660 
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How President Truman Can 
Regain His Losi Prestige 


By ALEXANDER WILSON * 


Writer reviews “Big Four” Ministers’ Conferences and the UN 
meetings and then offers five “audacious” proposals to increase 
President Truman’s prestige as a peace maker. Believes his sug- 
gestions would hasten peace settlement with Germany, Austria 
and Japan and promote establishment of order and stability in a 
war-wracked world. Provides an answer to the question “Is there 
any solution for War?” 


The sudden resignation of Secretary of State James F. Byrnes, 
Jan. 7, has served to focus the attention of our countrymen and the 
outside world on the failure or® -—— 
success of our efforts up to this; the provocative discussions of the 
time at the Peace Conference. United Nations Organization. 

Over a year and a half has now To some extent, the public mind 
elapsed snce World War II came|has been confused and surfeited at 
to an end in Europe and a year and|times by the flow of oratory and 
five months have gone by since| contentious argument emanating 
Japan. sur- from the sessions of the United 
rendered and : om | Nations meetings while the more 
yet no start ‘ pressing business of drafting peace 
has been with Germany and Japan has 
made by the been sidetracked. 

Allied Nations To many observers it has 





towards per- seemed that the efforts of the 
manent peace “Big Four’ peace ministers were 
settlements distracted from the more impor- 


with Germany 
and Japan, 
our erstwhile 
enemies. The 
ministers rep- 


(Continued on page 924) 


*Writer of “Why a New League 
of Nations Wiil Not Insure Perma- 
nent Peace,” in “The Chronicie,” 





resenting Brit- March 9, 1944, and a “Reply to 
ain, Russia Critics” of this article, March 30, 
and the United 1944 and “Peace by Force in an 
States have Alexander Wilson Uncivilized World,” Nov. 16, 1944, 


spent all their and “Are Americans Isolation- 
time on the problems affecting | ists?” Jan. 11, 1945 and “The Fail- 
Italy and the smaller Axis coun-| ure of the White Man’s Civiliza- 
tries as well as participating in| tion,’ March 22, 1945. 














New Economic Doctrines in 
Wake of War 


By WILLIAM A. IRWIN* 
Economist, American Bankers Association 


ABA economist traces effects of World War I on new political and 
economic movements. Sees veritable transformation in economic 
teaching as result of ideas and writings of Lord Keynes and Sir 
William Beveridge, and ascribes reversion against rugged individ- 
ualism in Britain as most portentous change in past 50 years. 
Holds Americans, however, still believe in individual initiative, 
in private property and accumulation of wealth, but warns unless 
remedy for business cycle and unemployment are found, our system 
of private enterprise is not safe. 


World War I left in its train not only a heavy burden of debt but 
also a ferment of discontent. There was widespread unemployment 
and business ieee nertnenenememnenenenicansstisineipmnitaelpeainareaans 
dislocation 
throughout 
the world. No- 
where was this 
worse than in 
Russia where, 
in addition, 
there had long 
existed a con- 
siderable vol- 
ume of radical 
economic and 
political doc- 
trine. Great 
poverty and 
political re- 


pression coin- 





was distinctly Marxist, and this 
meant that Capital and all its 
works was an accursed thing. 
Private property was expropri- 
ated. The accumulation of wealth 
was virtually prohibited. The 


end-all of human effort and exis- 
tence, The individual existed for 
it. It was not his servant but his 
master. 





| ditions of unemployment and dis- 
‘location existed. There the new 
political organization (when it 
came) took a different form. that 
(Continued on page 923) 





William A. Irwin 


cided there, slosiad | Coment Output in November....... 927 
and when the ; *Part of an address of Mr. a —— Se as @ 92 
moment seemed ripe for it the | Irwin before the 28th Mid-Winter | cotton Ginned Prior to Nov. i... 7’ 927 | 


“proletarian revolution” took | Trust Conference, American Bank- 
place. The Soviet system was in-|\ers Association, New York City, 
augurated. To a large extent it| Feb. 4, 1947. 





“state” became the be-all and the | 





| 


| 
| 


| 


In Italy somewhat similar con-| 


Tariff Program 
Saved by Senators’ 
Compromise 


Vandenberg - Millikin proposals 
set forth new procedures for ne- 
gotiating and amending recipro- 
cal-trade agreements. Advocate 
Presidential obligatory power to 
withdraw or modify any conces- 
sion if it injures the domestic 
economy. Suggested procedure 
for “escape” clauses detailed. 
With the avowed objective of 
staving off any drastic changes in 
the government’s reciprocal trade 
agreement program, Senator 





| As We See It 


HOW GOES THE BATTLE? 


| Last week the Conference of Public Relations Executives 
here in New York City found that the American system of 
free enterprise is locked in a life-and-death struggle with 
the advocates of planned economy. Within a day or two 
| word came that a research study nearing completion atthe 
| Industrial Relations Center of the University of Chicago 
| “‘strikingly confirms” the findings of the public relations 
|executives. The object of investigation out of which this 
conclusion is said to be growing is the relations between 
| the General Motors Corporation and United Automobile 
| Workers (CIO). 


| For our part, we can not imagine why there should be 
|any doubt in any informed mind about the validity of the 
| findings of public relations executives, or the slightest 
| Surprise that a careful study of what has been going on 
'either in the automobile ‘industry or anywhere else in the 
American economic ,system for a decade or more, should 





























© \ yield solid support for that conclusion. It has been rather 





A. H. Vandenberg Eugene D.. Millikin 


Arthur H. Vandenberg, President 
pro tempore of the Senate and 
Chairman of its Foreign Relations 
Committee, and Senator Eugene 


D. Millikin, Chairman of the Sen- | 


ate Finance Committee, on Feb. 7 
put forward the following definite 
proposals for administrative 
changes in tariff adjustment 
procedures. In the best informed 
circles it is assumed that this 
compromise, having the approval 


of the State Department, will be | 


put into effect by the Administra- 


tion—particularly as such action | 


does not require legislation. 


The Joint Statement 
Because of our mutual interest 
in the foreign and domestic as- 
(Continued on page 923) 
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| more than evident for a long while past that active, aggres- 
sive elements in this country had their heads set upon a 
| “planned economy” for us all, and that for a number of 
years at least were definitely in the saddle. To those who 
make it a practice of looking carefully beneath the surface 
of things it has been hardly less clear that lined up stead- 
fastly with the planners were a great many very glib and 
persuasive talkers and writers who unremittingly avowed 
their allegiance to a free enterprise system which simply 
could not co-exist with the type of society or economy they 
were ardently advocating. 

The crucial question of the day which most interests 
dispassionate and patriotic citizens at present, is not so much 


(Continued on page 920) 
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From Washington 
| Ahead of the News 


| By CARLISLE BARGERON 





























| One thing that is becoming quite clear is that the Republicans 
| are not yet sure of themselves. Apparently they are still scratching 
| themselves and asking if what happened on Nov. 5 is true. The oppo- 
| sition has only to let out a loud cry and they become cautious. 

| This is proving to be particularly true in the matter of tax reduc- 
tion. This is something they bodly promised in the campaign and 
continued to o—_ es , 
| boldly prom- | ~~ 4 this helps the big fellow more 
lise the first | than the little fellow but empha- 











ifew weeks / sizes the fact that the big fellow 
after their ' is paying the higher tax. It could 
victory. They not possibly help him otherwise. 


This seems so clear that it is 
fF 'surprising that our old friends, 
' the Republicans, the salt of the 
i earth boys, the stabilizing influ- 
ences, etc., would bow to the 
™ clamor. They have seen this so- 
> called little fellow pass his taxes 
>'on to the employer by increasing 


increasingly 
| nervous, how- 
lever, and 
backtracking 
all over the 
place. Only 
Knutson, the 


: | 
are becoming | ee 
t 


cocky head of 1) ee his “take home” pay. And while 

he Houses — \|the country was so_ solicitous 
Ways and about him in the reconversion 
Means Com- Carlisle Bargerop | ,4riod, he was out squanderins 
mittee, i his savings on costume jewelry. 


‘holding up. At the outset he said|In short, the Republicans of ali 
a tax reduction of 20% across-|people should know that whiie 
the-board and he is holding to| this little fellow is quite a worth- 
‘that. But his support is falling | while individual, in the mass he 
away from him. The opposition jis largely irresponsible and not 


7| has raised the old demagoguery of be coddled in problems affect- 


a reduction that will most benefit |ing the whole economy. Manifest- 
ithe little fellow. Nothing seems |ly, a reduction in the higher tax 
fairer than a uniform reduction | brackets will be of more impor- 
\for ali the brackets. The cry that (Continued on page 932) 
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Remove Tariff on Copper? 


By 


HON. JAMES T. PATTERSON* 


U. S. Congressman from Connecticut 


Calling attention to copper metal 


shortage and its adverse effect on 


* industrial production, Kep. Patterson urges immediate removal! of 
the 4 cents per pound tariff duty to imcrease supply frem abroad. 
Cites rising price of copper and foresees insufficient domestic oui- 


put to meet current needs. 


During the war it became evident that there was, with the pos- 


sible exception cf petroleum, 
than copper. 
This non-cor- 
rosive metal 
went into 
shells and 
cartridges. It 
went into 
every plane, 
every auto- 
mobile, every 
ship. Without 
copper, we 
could not 
have won the 
war. The gov- 
ernment 
called, upon 
every. possible 
source of do- 
mestic. production to increase its 
output. Abandoned mines were 
pumped out; subsidies were paid 
to high-cost producers. All sup- 
plies and all uses of copper came 
under government control. The 
two price purchasing plan saved 
the American people billions of 
dolars, for there was one price 
for the low-cost producers and 
another price, not including sub- 
sidies, for the high-cost producers. 
This device, however, although it 
produced the maximum possibie 
output within the United States, 
also stimulated depletion of our 
reserves and of our copper re- 
sources. Besides, before we ac- 
tually entered the war, we ex- 
ported tens of thousands of tons 
of our copper to other nations. 
Notwithstanding, we could not 
possibly produce all the copper 
we required. 

So,_the government imported 
copper from other producing cen- 
ters. Under one Executive Order, 
copper came in duty free. In addi- 
tion, the Metals Reserve Company 
actually paid a duty of $80 per 
ton on imported copper and made 
it available to American con- 
sumers. Thus, we were able to get 
through imports added to our 
domestic production, an amount 
sufficient for our wartime needs. 

All that has now changed. The 
only copper coming into the 
United States now is copper which 
was purchased by the Metals Re- 
serve Company under contracts 
entered into before Nov. 10, 1946. 
The supply of such copper will 
presently cease. Besides, the gov- 
ernment has drawn upon our 
stock pile of copper and has per- 
mitted its sale to the industry, but 
before the end of March, that 
stock pile will have completely 
disappeared. 


I do not suppose it is possible 
for anyone to tell exactly how 
much copper will be required 
over the next three years. I do 
not suppose it is possible for any- 
one to tell exactly how much do- 
mestic copper will be produced in 
the same period. It has reasonably 
been estimated, however, that our 
requirements will run around 
1,400,000 tons per year, while our 
production is estimated at about 
900,000 tons per year. Obviously, 
we will be short 500,000 tons per 
year, and that deficit can only be 
made up by imports. 

You may say, “All right, go 
ahead and import 500,000 tons of 
copper per year.” Right there, is 
where the Congress becomes con- 
cerned. It is a little known fact 
that there is an excise tax of 4 
cents per pound on imported cop- 
per. 4 cents per pound per ton 
produces a levy of $80 per ton, in 
addition to the cost of the copper. 
Obviously, an increase in the cost 


James T. Patterson 


*From an address by Rep. Pat- 
terson in House of Representa- 
tives, Feb. 3, 1947. 


no more vital and essential commodity 


* —_ : -- — » ot a 
. |of a vital raw material like cop-'| Of Banking at U. of Wis. 





per at the rate of $80 per ton will 


| 


] 


| 
; 


“increased prices for raw copper 
must be passed along by boosting 
the prices of copper products.” 
The bill whieh I have prepared is 
designed to remove the excise tax 
on imported copper, but my pro- 
posed amendment to existing law 
as set forth in Section 3425 of the 
Internal Revenue Code does not 
affect any other of the items 
treated in that section. 
a 


AT Session cf Schoo! 


The 1947 session of the Schoo: 


inevitably be reflected in an in-|¢¢ Banking at the University os | 
crease in prices of all items using | Wiscensin, will be held at Madi- 


| the copper. Such an additional in-lson. Wis. June 2-14. it 
flationary factor at this time can| nounced b 


is an- 


Hausman 


y Harry C. 


_have a most serious impact, for 1t| Chairman of the Board of Trus- 


will run into every home in the 
|United States. A manufacturer, 
| for example, cannot say that this 
\item was made from domestic 
|copper and will bear one price, 
and then sell the same item at a 
higher price on the ground that 
‘it is made from imported copper. 


‘tees of the School, and Secretary | 
‘of the Illinois Bankers Associa-{ 
| tion, Chicago. The Schooi is spon- 
sored by the Central States Con- 
\ference. It is stated that the num- 
|ber of applications already re- | 
| ceived and the rate at which they | 
|are coming in indicates that the | 


No, the price increase will run to all! enrollment for the 1947 Freshma: 


items. Moreover, the really big 
|operator will be able to go into 
'the world market and buy copper 
'while the small operator will not 
| be able to get it at all. Resistance 
to higher prices will also drive 
|many users to seek lower cost 
| substitutes which, in the long run, 
might run to a considerable per- 
centage of our ordinary domestic 
use and thus a partial market, at 
least, would be lost to our domes- 
tic producers. If copper cannot be 
obtained, unemployment will fol- 
low, not only in Waterbury, 
Connecticut, but in every indus- 





trial centér, large and _ small, 


| throughout the United States. For 


| example, for the lack of 20,000 
tons of copper, your manufacturer 
will not produce 1,000,000 auto- 
| mobiles. Differing only in degree, 
the lack of copper will create a 
bottleneck in the production of 
refrigerators, of electric motors, 
of cable, of wire, of plumbing 
supplies, and, literally, of thou- 
sands of articles. We need copper 
for our GI housing program. You 
can’t even enter your own house 
to turn on an electric light switch 
without realizing the importance 
of copper. Again, in the national 
defense field, copper will be an 
absolute prerequisite to any pre- 
paredness program for the defense 
of our nation just as it has been 
in the last war. We need to import 
copper to assure ourselves of an 
adequate supply for our oWn pro- 
tection. 

The Congress, if it chooses to do 
so, can sit idly by and do nothing 
to protect American workers, 
American business, the American 
economy as a whole, against this 
serious threat. On the other hand, 
the Congress can take affirmative 
action and insure the success of 
our reconversion program. For ex- 
ample, it can repeal the excise 
tax of $80 per ton and allow 
copper to be brought into the 
United States, at least until such 
time as domestic. consumption 
levels off in reasonable ratio to 
American production. It has 
seemed to me that such a step is 
the most desirable, particularly 
because three large American 
producers produce approximately 
80% of our American copper out- 
put and use most of it themselves. 
The inevitable result is that all 
the rest of American industry is 





bound to bid for the remaining 
20% of American production. The 
possibilities of price rigging in- 
herent in such a situation are 
obvious. As a matter of fact, it 
may be pertinent to observe that 
during the war the price of do- 
mestic copper was 12 cents a 
pound. Early in November it went 
to 14%s cents a pound. On Nov. 12 
it went to 17% cents a pound. I 
notice in the New York “Times” 
for Jan. 29 an article which says 
that the domestic price is now 
| 20% cents a pound, “the highest 


|price commanded by the red 
metal since 1929.” The New York 


“Times’ 





'Class of the School will be much | 
|larger than originally planned. Mr. | 
|'Hausman urges banks which plan | 
to send men to the School this} 
coming Summer to forward their | 
applications at once to Wali G | 
Coapman, Registrar, School c: | 
Banking, and Secretary, Wiscon- 
sin Bankers Association, 312 Eas! 
Wisconsin Avenue, Milwaukee, ii 
order that plans may be made fol 
their accommodation. 
From the announcement in the 
matter we quote: 
“The first-year students tak« 
| 





Basic Economic Problems, tnvest- 
ments I, Commercial Bank Credit | 
and Law. The second-year stu- 
dents take Commercial Bank | 
Administration, Investments II | 
Urban Real Estate Financing, and | 
Agricultural Economics and Agri- | 
cultural Credit. Herbert V. Proch- | 
now, Director of the School, and | 
Vice-President of the First Na- 
tional Bank ot Cnicago, announces | 
the following courses for the third- 
year men, the first graduating 
class of the School: Trust Depart- 
ment Operation and Management | 
investments III, Country Bank- | 
ing, Departmental Administration | 
(covering savings, personnel, for- | 
eign, travei and safe deposit de- | 
partments), Public Relations ano 
Advertising and World Banking 
Systems and Problems. All classes 
take the evening Seminars, deal- 
ing with current economic, bank- 
ing and monetary problems.” | 
Director Prochnow also an-| 
nounces the following additions te | 
the faculty of the School: K. J.| 
McDonald, President of the lows | 
Trust & Savings Bank, Esther- | 


man of the Country Bank Opera- 

tions Commission of the American | 
Bankers Association for the first | 
two years of its organization, will | 
have charge of the course in| 
Country Banking. ‘Francis M.| 
Knight, Vice-President of the} 
Continental Illinois National Bank 

& Trust Company, will lecture on } 
the subject of Government Bonds; | 
John Grier, Vice-President of The | 
First National Bank of Chicago, | 
who was on the faculty last year, | 
will again lecture on Government | 
Bonds. 


The Financial Advertisers As- | 
sociation will organize the course 
in Public Relations and Advertis- | 
ing, and. Dale. Brown, immediate | 
Past-President of the Financial | 
Advertisers Association, and As-| 
sistant Vice-President of the Na- | 
tional City Bank of Cleveland, | 
will direct the course. He will be 
assisted by bank public relations 
officials. Eugene P. Gum, Presi- 
dent of the Central States Con- 
ference, and Secretary of the 
Oklahoma Bankers Association, | 
reports that there will be students 





| 


in attendance from other wideiy 
scattered States as well as from 
all of the £6 States-in the Confer- 


t 
| 


article also says that ence. 


Be Received? 


_. “In a substantial sense the problem of guarantee- 
ing wages is a proklem of supplementing unemploy- 
ment msuiance. Unfertunately, such supplementa- 
tucn is nit legal under ex.sting legislation, except 
perhaps in a iew States, since guaranteed wage 
peymens are 1egerded as earnings and therefore 
disquel.ty the 1ec.pient fcr unemployment com- 
pensation benefits. 

“But assuming that supplementation becomes 
possible, the liberalization of unemployment insur- 
ance payments might well have the same stimulat- 
ing eifect on wage guarantees as the creation of 
old age and survivors insurance had on the 


inauguration of the voluntary retirement annuity 
systems.” 


“That loss [of real income following 1929], if it 
had been productively used, would have been suffi- 
cient to build all the railroads in the country; to 
have substantially rebuilt the cities, and to have 
permitted the replacement of all obsolete and obso- 
lescent equipment in the entire country. 

“But this was not done. The principal loser but 
by no means the only one was the American worker. 
Total unemployment, and the partial loss of income 
through reduced hours of work, which affected 
millions of workers, also threatened the security of 


Thursday, February 13, 1947 


How Will Such Nonsense Now 


other millions.” 


“But widespread guaranteed wage plans 
will aid in removing the dead hand of fear from 
labor-management relations and from the economy, 


permitting the lifting of t 
tivity which have been 
ment insecurity. 


“The guarantee of wag 


hose restraints on produc- 
characteristic of employ- 


es is not a panacea, but a 


tool, and a tool which becomes sharper, not duller, 
with wide and more intensive use.”—Report on 
guaranteed wages to the Advisory Board of the 


OWMR. 


Here are some extracts 


report of strictly New Deal origin. 
now accorded it will serv 


almest at randem from a 
The reception 
€ as one indication of the 


progress we are making back to economic security. 


Provident Trust of 
‘Phila, Plans Seminars 


W. Logan MacCoy, President 
has announced that Pvrovideni 
Trust Company of Philadelphia i: 
sponsoring a series of seminars 
designed to be helpful to banks 
throughout the State which have 
trust departments. The first semi- 


ville, Iowa, who served as Chair-| nar will be held on Feb. 14, in the | 


offices of the Provident Trust 
Company. In making this an- 
neuncement, Mr. MacCoy stated, 
“It-has been our opinion for some 
time that much benefit would be 
derived if trust men met to dis- 
cuss questions of current interest. 
These meetings will provide an 
opportunity for trust officers oi 
Pennsylvania banks to exchang: 
ideas and explore common prob- 
lems. Attendance will be limitec 
to small groups to encourage the 
fuNest participation by those prcs- 
ent.” 

carl W. Fenninger, Vice-Presi- 
dent, will preside at the meetings 
Topical discussions and the Provi- 
dent officers who w ll lead ther 
are: “Trust Administration and 
Operations,” Louis W. Van Meter 
Vice-President; “Trust Invest- 
ments,” Mr. Fenninger and Rob- 


ert Coltman, Assistant Vice-Presi- | 


dent; “Taxation,” John E. Wil- 
liams, Trust Tax Officer, an au- 
thority and writer on tax matters; 
“Business Development Pro- 
grams,” William B. Bullock, Vice- 
President, and Francis C. Trimble, 
Estate Planning Officer. 

An outline of “Real Estate and 
Mortgage Investments” by Neil A. 
Thomas, Assistant Real Estate Of- 
fierer writl camnioment the diser's- 
sion of Trust Investments. Com- 
non problei:s unuer existing laws 


'will be examined together with 
|n0ssible application of statutes 
| 4ikely to be submitted to the State 
| Legislature. The latter include the 

»xroposed Estates Act. the Wills 
| Act and the Intestate Act. 


a 
House Committee 


‘Would Ban 3rd Term 


The House Judiciary Commit- 
tee, by a vote of 20 to 6, has ap- 
proved a proposal to amend the 
Constitution to limit to eight years 
the maximum which ahy Presi- 
i\dent might remain in the White 
|House. The group voted for ap- 
proval, according to Associated 
Press Washington advices, on Feb. 
4, a day after its subcommittee 
|had voiced approval. Written by 
| Representative Earl C. Michener 
\(R., Mich.), Chairman of the 
| Judiciary Committee, the amend- 
iment, said the Associated Press, 
would limit Presidential tenure to 
two terms of four years each, 
whether consecutive or not, and 
construe a term to mean all or 
| part of one. <A Vice-President 
| succeeding to the Presidency be- 
|eause of a vacancy could he 
‘elected only for one additional 
'four-year term. 

An amendment offered by Rep- 
resentative Walter (D., Pa.)}, to 
limit the tenure toa single term 
of six years was rejected at the 
closed committee session by a 
vote reported as 19 to 7. 

Before the amendment could 
become effective it would have to 
be approved by two-thirds of the 
House and Senate, and ratified by 
at least 36 of the 48 States. Re- 
publicans have indicated their cer- 
tainty of mustering the required 
two-thirds vote in the House. 
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Congress Committee Takes No Issue 
With President’s Economic Report Management Congress 


Senator Taft presents statement of Joint Congressional Committee 
on President’s short-range and long-range recommendations. Com- 
mittee helds basic preblem is to prevent depressions and maintain 


full employment. 
Sen. Robert A. Taft (R.-Ohio), 


dent Truman under the so-called: 
“Full Employment Act” passed 
last year, presented the following 
statement of the committee to the 
Senate on Jan. 31: 

The Joint Committee on the 
Economic Report was established 
under the terms of section 5 of 
Public Law 304, approved Feb. 
20, 1946. Section 5, as amended 
by Public Law 601, approved Aug. 
2, 1946, reads in part, as follows: 

“Sec. 5. (a) There is hereby 
established a Joint Committee on 
the Economic Report, to be com- 
posed of seven members of the 
Senate, to be appointed by the 
President of the Senate, and seven 
members of the House of Repre- 
sentatives, to be appointed by the 
Speaker of the House of Repre- 
sentatives. The party representa- 
tion on the joint committee shall 
as nearly as may be feasible re- 
spect the relative membership of 
the majority and minority parties 
in the Senate and House of Rep- 
resentatives. 

“(b) It shall be the function of 
the joint committee— 

“(1) to make a continuing study 
of matters relating to the econom- 

ic report; 

“(2) to study means of coordi- 
nating programs in order to fur- 
ther the policy of this act; and 

“(3) as a guide to the several 

committees of the Congress deal- 
‘ ing with legislation relating to 
the economic report, not later than 
Feb. 1 of each year (beginning 
with the year 1947), to file a re- 
port with the Senate and the 
House of Representatives contain- 
ing its findings and recommenda- 
tions with respect to each of the 
main recommendations made by 
the President in the Economic Re- 
port, and from time to time to 
make such other reports and rec- 
ommendations to the Senate and 
House of Representatives as it 
deems advisable.” 

Although the act became a law 
Feb. 20, 1946, the President did 
not appoint the Council of Eco- 
nomic Advisors provided for by 
section 4 of the act until July 25, 
1946. This joint committee was 
not appointed until just before 
Congress adjourned, and it was 
not practicable to set up a staff 
or begin the work during the last 
Congress. Five members of the 
committee were not elected to the 
Eightieth Congress, and it was 
necessary to reconstitute and re- 
organize the committee this 
month. No staff has yet been ap- 
pointed. The problems to be con- 
sidered by the committee are the 
most complex economic problems 
which the country faces, and it is 
vitally important that the best 
possible staff and consultants be 
procured in order that the best 
possible studies may be made. The 
committee is now engaged in can- 
vassing the qualifications of a 
number of men for this work, but 
“as yet has not selected these men 
“or begun the necessary studies. 

The committee has considered 
the report of the Council of Eco- 
nomic Advisers to the President, 
made in December 1946 (S. Doc. 
No. 6), and the Economic Report 
of the President transmitted to the 
Congress on Jan. 8, 1947 (H. Doc. 
No. 49). It has particularly con- 
sidered the recommendations of 





the President in the short-range | 
program appearing on pages 20, | 
21, and 22 of his report. The com- | 
mittee agrees with the President 
that removal of wartime controls 
and the return to a freer econ- 
omy places on business, farmers, 
labor, management, and consum- 
ers the main responsibility for 
working out price and wage re- 





as Chairman of the Joint Congres- | 
sional Committee on the Economic Report 


, made recently by Presi- 
in the President’s hope that busi- 
ness will reduce prices; that labor 





will refrain from excessive wage | 
demands; and that both will bend | 


every effort to increase produc- 
tivity. 
The basic problem which this 


committee has to consider is the | 
method of preventing depressions | 


so that substantially full employ- 
ment may be continuously main- 
tained. No problem before the 
American people is more vital to 
our welfare, to the very existence 
of our way of life, and to the 
peace of the world. It is the 
most complex and difficult of all 
the 
lems we have to face. It involves 
a study of price levels and wage 
levels and their relation to each 
other, a study of methods of pre- 
venting monopoly control in in- 
dustry and labor from distorting 
prices and wages, a study of 
spending for consumption and for 


capital investment, a study of in-| 


dividual and corporate savings, 


and a study of many other eco-| throughout the war was Vice- | 


nomic forces bearing on a stable 
economy. 

Until we have further studied 
and analyzed the basic considera- 
tions which underlie this prob- 
lem, we do not feel we should be- 
come involved in controversy on 
current issues which have many 
aspects besides their effect on the 
prosperity of the country. 

With regard to the President’s 
long-range program, no immedi- 
ate recommendations are neces- 
sary. The committee will proceed 


to consider his different proposals | 
as rapidly as we can reach them, 


to determine whether they bear a 
relation to the principal task of 


this committee and, if they do, | 


make recommendations to Con- 
gress with regard to them. 
The commiitee notes with ap- 


proval that the report places spe- | 


cial emphasis upon an over-all 
policy directed toward the pres- 
ervation in agriculture of the 


family-sized farm (p. 25) and in| 


industry of free competitive en- 
terprise (p. 28). The details of a 


program to prevent another ag-| 
ricultural depression and of an af- | 


firmative program, in the words 
of the report, ‘“‘to enlarge the op- 
portunities for efficient and enter- 
prising small businesses” will be 
among the primary subjects of 
committee study. 

Regardless of the recommenda- 


tions of the report on which there | 


may or may not be controversy, 
it is our desire to commend the 


compilation of statistics and eco- | 


nomic facts which are contained 
in the President’s report and fur- 
nish a substantial basis for further 
study. 

Robert A. Taft, chairman; Jesse 
P. Woolcott, vice chairman; Jos- 
eph H. Ball, Ralph E. Flanders, 
Arthur V. Watkins, Joseph C. 
O’Mahoney, Francis J. Myers, 
John Sparkman, George H. Ben- 
der, Walter H. Judd, Robert F. 
Rich, Edward J. Hart, 
Patman, Walter B. Huber. 


Potts Member of 


Clearing House Committee 
Frederic A. Potts President of 
the Philadelphia National Bank 





of Philadelphia, Pa., was elected | 


to membership on the Philadel- 
phia Clearing House Committee 
to succeed Evan Randolph, who 
resigned, it was stated in the 


| Philadelphia “Evening Bulletin” 
lationships. The committee joins of Jan. 21. 





long-range domestic prob-| 


Wright | 


U. S. Participation in — | 


Supported by C. & I. 


Format.on of a Commerce and | 
Industry Committee to support} 
U. S. participation in the forth-| 
coining 8th International Manage- | 
ment Congress to be held in| 
Stockholm, Sweden in July, 1947, 
was announced at a luncheon at 
the Hotel Commodore in New 
York by William L. Batt, Presi- 
dent of S. K. F. Industries, 
Inc., and of the International 
| Committee of Scientific Manage- 
| ment, sponsors of the Congress. 
The -Stockholm- assembly wll be 
the first world management Con- 
gress to be held in eight years. 
Holgar J. Johnson, President of 
the Institute of Life Insurance, 
|and Edgar Kobak, President of 
the Mutual Broadcasting System, 
were named Chairman and Vice- 
Chairman of the newly formed 
| committee, whose function will 
_be to acquaint American manage- 
| ment generally with the purposes 
| of the Congress and to enlist sup- 
| port of it. Among other members 
| of the committee meeting yester- 
| day were a number who helped 
| sponsor the last International 
| Congress, which took place in 
| 1939 at Washington, D. C. 

















; The State 








of Trade: | 




















In the field of industrial production it was noted that total out- 
put last week held close to the very high levels that characterized 
it in recent weeks. There was little evidence of the usual seasonal 
decline in employment. In the week ended Jan. 25 total continued 


ported a decline of 920,000 persons 
from the employment rolls. It 
should be pointed out that some 
710,000 of this total represented 
seasongl curtailment of agricul- 
tural work. The remainder were | 
engaged in non-agricultural em- 
ployment which experienced the 
customary drop following the close 
of the Christmas holidays. The 
rise in unemployment for the pe- | 
riod just mentioned, the Census 
Bureau revealed, numbered 300,- 
090 persons, bringing the total to 
2,400,000. 

The latest available indicators 
of industrial and business activity | 
show fractionally lower to mod-| 
erately ~higher changes. In the| 
case of steel ingot production a} 
slight decline occurred last week 
along with electric power output 
and daily average crude oil pro-| 
duction. Loadings of 





Speaking informally at_ the 
New York meeting, Mr. Batt, who 


Chairman of the War Production 
| Board and is now Chairman of the 
|Inter-Agency Policy Committee 
| on rubber, reported on two recent 

trips to Europe. He hailed the 
_forthcoming Congress as poten- 
| tially of tremendous importance 

in filling Western Europe and 
| North and South America’s need 
for U. S. help in guidance in man- 
agement skills and in techniques 
| learned during the war. 


‘Heads D 





,and lumber production were all 
| higher for the week. In the case 


| Jan. 25, output rose for the fourth 
|consecutive week being up more 
|than 3%, while shipments in- 
|creased about 10.5% and orders by 
6%. It is also worthy to note that 
| price declines were in evidence in 
some types of lumber the past 
‘week. Flour production too, 
|showed an increase of nearly 2% 
|in the week ended Jan. 25, while 
‘butter and cheese output held 
|close to the level of the preceding 
week and were well above that of 


allas Clearing Assn. |a year ago. Meat production de-| some cases these same consumers, 
J. B. Adoue, Jr., ‘President of | clined for the first time this year|“The Iron Age” states, haye en- 
'the National Bank of Commerce!i" the week ended Jan. 25, being |tered the scrap market and bid 


luc 1 revenue | delphia. 
freight, bituminous coal output! consumers are paying as much as 


of lumber for the week ended | 


claims for unemployment compensation fell more than 1%, while 
initial claims slumped almost 15%. 
to January the Census Bureau re-*« 


For the period from December 
national metal-working paper, re-— 
veals in its summary of the steel 
trade for the past week. Practi- 
cally every large mill is and has 
been going into territory far re—- 
moved from the point of consump— 
tion, bidding up prices to which 


/must be added substantial freight 


charges in order to deliver the 
material to the openhearths. 
Practically all quotations in the 


major steel centers such as Pitts— 


burgh, Chicago, Cleveland and 


Youngstown, the magazine adds, 


are almost meaningless in view 
of the inability of consumers to 
pick up tonnages there at current 
quotations. Representatives of 
Pittsburgh steel companies. are 
paying as much as $36.00 to 
$39.00 a ton in order to bring 
material in from such points 
as New York, Boston and Phila— 
In Chicago some large 


$33.50 to $34.00 a ton delivered in 
‘order to bring material in from 
the Middle West and from Texas 
‘locations, while the local price re- 
|mains static with little or no ton- 
/nage moving at that figure. 

| One of the basic reasons for the 
| runaway scrap market is the tie-in 
and earmarked sales of scrap 
| which grew up because of the 
‘tight stee] situation. Some steel 
|companies are still engaging in 
\sales practices which require that 
|the consumer of steel furnish a 
| Stipulated tonnage of scrap in or- 
der to obtain steel supplies. In 


| of Dallas, was elected president of }40wn about 15%, but notwith-/|the price up beyond what would 


the Association on Jan. 25. In its 
issue of Jan. 28 the Dallas ‘‘Times 
Herald” reporting this said: 


Mayor Pro Tem of the City of | 


| 1946 week. 

‘ There was a noticeable im- 
, provement in the supply of dur- 
able goods with household and 


'the Dallas Clearing House Asso- ) Standing the drop, it was double | have normally been the case had 
ciation at the annual meeting of |the output of the corresponding | regular brokers and dealers been 


|allowed to ply their trade in a 
{normal manner. 

| Some major railroads have been 
| unable to obtain some of the high 


| Dallas and a widely known civic) electrical appliances more plenti-|scrap prices because of the custo—- 
|and bus:ness leader, Mr. Adoue|ful last week than in many pre-|mer relationship between steel 


| succeeds Nathan Adams, Chair- 


| National Bank. 


|vious weeks. [n the matter of 


‘for increased shipments but few 


‘companies and the railroads and 


man of the Board of the First) steel, many manufacturers pressed |que to the fact that the carriers 


|are fearful to take any step which 


R. L. Thornton, active Chair-|new orders were accepted for de-| might react unfavorably on their 
man of the Board of the Mer-| livery beyond the first half of this | ability to obtain steel supplies. 
cantile National Bank, was elected | year. The available supply of cop- | Large manufacturers for the most 


| Vice-President, a post held by Mr. | per wire scrap was reported to be|part earmark their scrap for re~ 


Adoue during the past year. 


In addition to his business and | weeks, but other scrap stocks gen-|supply them wth new steel. 


| political functions, Mr. Adoue 
| served during the past year as 
| Vice-President of the Community 
| Chest and Council, Inc. He headed 


| the Dallas Community Chest 
'drive for successive years in 
| 1942-43. 


Manager of the Dallas Clearing 
House Association, and Gary A. 
| Jones and Ivan C. Patterson, As- 
| sistant Secretary-Managers, were 
| re-elected. 





| Hoover on Food Survey 
| Former President Herbert 


| Hoover who left New York by 
| plane for Germany, on Feb. 2, to 
| undertake at the request of Presi- 
| dent Truman a survey of the food 
situation in the American and 
| British occupation zones arrived 
| at Frankfort on Feb. 4. Mr. Hoover 
| was accompanied by Hugh Gibson, 
'former Ambassador to Belgium, 
'and Dr. D. A. Fitzgerald, Secre- 
tary General of the International 
Emergency Food Council, advices 
| to the New York “Times” stated. 
| The former President was not 
certain as to how long he would 
| be gone on this third postwar food 
| mission, the purpose of which is 
| to find some way of aiding Ger- 
mans and Austrians in the west- 
ern zones to feed themselves and 
reduce the American taxpayers’ 
burden. 





/more liberal than in _ previous 
erally were limited. Further in- 
|creases in output of home appli- 
‘ances were hampered in some 
| cases by the limited stocks of steel 
| and the difficulty of obtaining ad- 
| ditional small electric motors, but 


|notwithstanding these shortages, 


Fred S. Mansfield, Secretary-| production generally was near the | 


‘high levels of past weeks. 

| Consumer caution and continued 
|resistance to high prices were re- 
| flected in the slight decline in 
| total retail volume last week. Dol- 
lar volume in the week ended last 
| Wednesday continued to compare 
favorably with that of a year ago. 
| Interest in durable goods generally 
‘was sustained at a high level, 
while both food and apparel vol- 
'ume dropped fractionally. 

| Wholesale volume was slightly 
below that of the preceding week 
but it remained considerably above 
'that of the corresponding week a 
ivear ago. Trading was light and 
order volume was limited gener- 
|ally to reorders. Buyers continued 
to be cautious in regard to both 
|price and quality. 

| Steel Industry—Unbridled bid- 
'ding between steel companies for 
| scrap located in districts remote 
|from the mills has caused one of 
the worst cases of maldistribution 
'in scrap market history and at 
| the same time precipitated some 
| of the highest delivered prices fo 
scrap on record, “The Iron Age,” 


turn to steel companies which 
In 
most cases these manufacturers, 
“The Iron Age” points out, are 
not receiving some of the higher 
scrap prices which are representa= 
tive of spot market sales and in- 
volve dealers’ material which sup 
plements the other scrap. which 
normally flows to steel company 
furnaces. 

Had it not been for an outlaw 
strike at the Aliquippa works of 
Jones & Laughlin Steel Corp. and 
a shortage of gas in the Pittsburgh 
district the national steel operat— 
ing rate would have shown a 
slight increase last week. 

The American Iron and Steek 
Institute announced on Monday of 
this week the operating rate of 
steel companies having 94% of the 
steel capacity of the industry will 
he 93.7% of capacity for the week 
_ beginning Feb. 10, 1947, compared 
| with 93.4% one week ago, 918% 
,;one month ago and 5.5% one year 
ago, the steel strikes accounting 
for a sharp curtailment of opera- 
tions. This represents a decrease 
of 0.3 points from the previous 
weck. 

The week’s operating rate is 
equivalent to 1,639,700 tons. of 
steel ingots and castings and com- 
pares with 1,633,700 tons one weelk 
avo, 1,607,300 tons one month ago 
lerd 96.900 tons one year ago. 
| Electric Preduction_— The Edi- 
(Continued on page 925) 
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As We See It 


(Continued from first page) 
the existence or continuance , popularization of certain no- 


of this struggle as the way 
the tide of battle seems to 
have been going of late. Are 


tions about “purchasing 
power.” It would scarcely 
serve any good purpose to in- 


the planners still as strong as quire into the origins of these 


ever, still able very largely 
to have their way in sub- 
stance even if they have to 
make some concessions as re- 
gards the shadows? Or did 
the elections of last autumn 
and the “swing to the right” 
attributed to the President 
since last November mark a 
turning of the tide? 

‘In approaching these ques- 
tions. it is, of course, essential 
that it be fully and constantly 
reéognized that the lines of 
battle are not merely between 
labor unions and employers. 
If;.fhat were the case, the 
whele situation would be 
vastly simpler than is actually 
thé'-fact. The truth of the 
matter is, however, that many 
of,.the: issues which separate 
employers and the union 
also divide government and, 
for, that matter, the general 
public into opposing camps— 
or perhaps more accurately, 


intd confused and confusing | 


groups. To get our bearings 
in this, situation it is necessary 


these ‘aspects of the current 
state of affairs and to form 
some gort of judgment about 
the r@ative strength of the 


the a elements constituting 


the osing forces. 


’.., They Had Help 

We may take it for granted 
that the unions would today 
be far,.less ambitious in their 
demands, and certainly far 
less’ successful in making 
cap all sorts on manage- 
ment, had they not had such 
unlimited and, on the whole, 
such ‘effective support from 
powerful political figures, the 
entourage they — gathered 
about them, and the legisla- 
tion which they were able to 
place upon the statute books 
of the nation. This, of course, 
is particularly true of Frank- 
lin D. Roosevelt, who for a 
dozen years dominated poli- 
tits gnd popular thought in 
the’Wnited States. The pres- 
tige’6f political power and of 
pseudp-academic learning, 
was.brought to the aid of the 
unions. The special pleading 
of'Mr. Roosevelt himself on 
behalf of the “underprivi- 
leged” were enough to give 
the.,.wage earner the support 
of large masses of people, a 
fact of which professional 
leaders of union labor were 
quick enough to take advan- 
tage, The “baiting” of busi- 
ness,men which for a number 
of reasons became quite popu- 
lar; and in the hands of the 
New .:Deal quite profitable, 
added to:the effect. 

But in addition to all these 
political tricks, which had for 
a great many years been re- 
peatedly although never per- 
- haps, so effectively employed, 
was the development and 


strange notions about this 
always much misunderstood 
subject. Suffice to say that 
notions grew up during the 
depression of the 1930’s which 
attributed the difficulties of 
that period to the want of 
“purchasing power.” The 
theories have never’ been 


placed on any thoroughly sys- | 
tematic basis. If careful at- | 


tempts had been made to do 
'so, the absurdities of the doc- 
‘trines could scarcely have 
been overlooked or long con- 
cealed. But the vague theories 


of men who knew relatively | cember increased to 58 from 38) 


in November but liabilities were | 
down to $7,217,000 in December | 


little about what they were 
‘saying sufficed to give the 
‘general impression that 
“busts” which follow ‘“booms”’ 
are regularly the result of the 
strange ‘‘fact” that the masses 


were somehow robbed of their 


they themselves had produced 
or created. 


Foolish Doctrine 
The fact that a purchase 


to°take into full account all | anda sale are but the opposite 


sides of the same transaction, 
and that hence the sum total 
of all the purchases (includ- 
ing those of labor and of cap- 
ital) must of necessity equal 
|the sum total of all the sales 
| involved in the production 
and distribution of goods, 
seems not to have been re- 
alized or understood by these 
theorists so eager to find a 
cause and cure of the “booms” 
and “busts” of history. Other- 
wise it would have been obvi- 
ous that the very process of 
production inevitably creates 
“purchasing power” in an 
amount sufficient to absorb 
the goods brought into being. 
The fallacy is an old one, but 
never has it been so broadly 
accepted and so hard worked 
as during the past dozen or 
15 years. 


But what we are concerned 
with here is the fact that such 
a theory, once it obtains gen- 
eral acceptance (as it did 
through the salesmanship of 
the New Dealers), is made to 
order for the unions and 
others who wish not only to 
raise wages, but to be in a 
position in the future to con- 
trol payment to labor. When, 
moreover, such ideas as these 
are coupled with another 
notion which the New Deal 
sold liberally to the American 
public—the planlessness and 
hence the resulting chaos of 
the production and distribu- 
tion processes when left to 
themselves — the “perfect 
case” for most of what the 
unions and the other planners 
advocate has been made. 

All this, plus legislation 
which has created an airtight 
labor monopoly in this coun- 
try, give the unions the power 








death struggle with manage- 


ability to purchase that which | 


to engage in this life-and-. 


ment. The question now - Agricultural Department General Grop Report 
as of October | 


The record volume of crop production is now virtually realized. 
Crops have reached harvest under mostly favorable, almost ideal 


are we making headway ir 
checking this advance of the 
enemy? 

As to this we are hopeful, 
but far from certain. 


Business Failures in Dec. 

Business failures in December 
were higher in number and 
amount of liabilities involved than 
in November and December, 1945. 
Business failures in December, ac- 
cording to Dun & Bradstreet, Inc., 
totaled 141 and involved $17,105,- 
000 as compared with 104 in No- 
vember involving $12,511,000 lia- 
bilities and 42 involving $1,824,- 
| 000 in December a year ago. 

Only the retail trade group had 


| with the exception of the manu- 
|facturing and commercial service 
| groups had more liabilities in- 
| volved in December than in No- 
| vember. 

Manufacturing failures in De- 


from $8,492,000 in November. 
Wholesale failures in December 
numbered 
$7,796,000 against eight in No- 
vember with liabilities of $289,- 
000. Retail failures in December 





| to $1,025,000 in December from 
| $392,000 in November. Construc- 
tion failures numbered 18 with) 


| liabilities of $266,000 in December | 


as compared with nine with lia-| 
bilities of $136,000 in November. | 
Commercial service failures in De-| 
cember numbered, 14 against 13 in 
November, but liabilities were 
down to $801,000 in December | 
from $3,202,000 in November. 


is found that the Richmond, St. 
Louis and Dallas Reserve districts 
had fewer failures in December 
than in November and that the 


maining districts had more fail-| 


ures in December than in Novem-| 
ber. When the amount of liabili-| 
ties is considered it is seen that! 
only the Cleveland, Chicago, St. | 
Louis, Kansas City, Dallas and} 
San Francisco Reserve districts | 
had less liabilities involved in| 
December than in November. 


Truman Asks Appropriat’n 


Increase for Vets. Admin. 

President Truman is reported to 
be seeking an additional appro- 
priation of $2,159,114,500 for the 
Veterans Administration in the 
current fiscal year ending June 
30, which, if granted by Congress, 
would raise the total of veterans’ 
appropriations this year above 
$9,000,000,000. Associated Press 
Washington advices Feb. 3 stated: 

“The money requested includes 
$307,258,000 for medical, hospital 
and domiciliary services; $873,- 
836,000 for readjustment benefits; 
$535,711,000 for national service 
life insurance, and $441,665,000 for 
pensions. 

“The President also asked $781,- 
988 in supplemental appropria- 
tions for other executive agencies. 
These were: National Labor Rela- 
tions Board, $695,700; Smithsonian 
Institution, $25,100; judiciary, 
$55,588, and Supreme Court, $5,- 
600. 

“In addition, Mr. Truman sub- 
mitted a $2,250,000 upward re- 
vision in the Interior Department 
budget estimates for the 1948 fis- 
cal year, which begins July 1. 
This revision would: Increase the 
Southwestern Power Administra- 
tion budget from $2,325,000 to $3,- 
725,000; 

“Allocate an additional $250,000 
to the All-American Canal unit of 
the Boulder Canyon project for 
the operation of a diversion dam; 

“Raise the allocation for roads 
in Alaska from $3,753,000 to $4,- 
353,000.” 





less liabilities in December than | 
in November. When the amount of | 
liabilities is considered, all groups | 


16 with liabilities of | 


were lowered to 35 from 36 in| 
| November but liabilities were up| 


| peas, 
| prunes, apricots, hops and sugar 
| beets. Continuing to decline pro- 


Minneapolis Reserve district had | 
'the same number, while the re-| 


| conditions. 
important production areas, 


In fact, killing frosts had not occurred by Nov. 1 in most 
even 


in the North. Harvest is near 


completion, the chief exceptions being about the usual proportion of 
the huge corn crop in the North, and of cotton in the South, along with 
others usually completed in No-® ee cs 


vember. The extended growing 
season during October improved 


both yields and quality of most | 
products, though at the same time | 
exposing them to further damage | 


by storms and floods. Prospective 
production of corn increased 
slightly, to 3,381 million bushels. 
Soybeans, potatoes, tobacco, ap- 
ples, pears, grapes and sugar 
beets also improved during Octo- 
ber. Practically the only offset- 
ting decline was in production of 
cotton. With small-grain crops 
already harvested, production of 
the eight grains is expected to 
reach 165 million tons, the largest 
_tonnage ever produced. Oil crops 
as a group are still below last 
| year in production. 

Estimated aggregate volume of 
production in 1946 is indicated on 
Nov. 1 at 3 points above the pre- 
| vious peak, in 1942, and 27 points 
above the 1923-32 level. Changes 
during October raised the index 

of all crop production only slight- 
ly. Important factors in this 
| year’s achievement are the record 
crops of corn, wheat, potatoes, to- 
bacco, peaches, pears,, plums and 
| truck crops, and near-record crops 


|of oats, rice, soybeans,.,peanuts, 


grapes, cherries and. sugar..cane. 
Also contributing are better than 
average crops of hay, flaxseed, 


'sorghum grain, buckwheat, dry 


sweet potatoes, apples, 


| duction of cotton and cottonseed 


is, with the exception of 1921, the 


When the country is divided | > : 
into Federal Reserve districts, it | Smallest since 1895. The list of 


below-average crops also includes 
rye, broomcorn, dry beans and pe- 
cans. 


| Yields per acre reached new 


|heights this year for corn, pota- 
toes and tobacco. Except for rye, 
rice, peanuts. and wild hay, every 
crop is yielding better than aver- 
age. Asa result, the composite yield 


| index is 134% of the 1923-32 aver- 


age, exceeded only by the previ- 
ous high mark of 136 set in 1942. 
Reported yields of ‘“‘all crops” are 
higher than average in all geo- 
graphic regions, except the South 
Central, but are lower than in 
1942 in all regions. The acreage 
estimated for harvest is slightly 
less than in each of the past three 
years, though larger than in any of 
the 10 years preceding 1943. 
October weather was mostly 
favorable to ideal for maturing 
late crops and for harvesting. 
Most farm work of all kinds is 
well advanced, as the weather 
| permitted the most efficient use 
|of time, labor, and machinery. 
Weather was less favorable in two 
/areas. In one, including adjacent 
| parts of Minnesota, Iowa, South 
Dakota and Nebraska, wet 
| weather delayed curing and har- 
'vesting of corn; cool dry days 
| were needed. In the Mountain 
| States, following a period of mild 
| weather, cold stormy weather 
| prevented harvest of valuable po- 
| tato and sugar beet crops, with 
/some loss of potatoes by freezing. 
|In most other areas, though rain- 
fall was at least adequate it inter- 
fered to a minimum extent with 
| harvesting, plowing, seeding and 
_ other fall work. Crops matured 
|mostly without freeze damage, 
;}even'‘to the latest planted fields, 
| adding to the quantity and quality 
|of production. Though corn har- 
'vest has been delayed in_ the 
|northwestern part of the Corn 
| Belt, it has progressed seasonally 
in most other areas, with rela- 
tively large quantities moving to 
supply commercial needs. 
Seeding of fall grains has been 
mostly completed. In some East 
North Central and Plains areas 
soil moisture had been short and 
apprehension was felt at the us- 








ual seeding time; however, ade- 
quate rains in October, encour- 
aged germination and brought 
fields up to good stands. Progress 
has been very good. In the Great 
Plains especially, where fall mois- 
ture is of paramount importance, 
prospects have seldom been bet- 
ter. Only in Louisiana was the 
soil so dry as to retard progress 
of fall-sown crops. Wheat is fur- 
nishing abundant pasture from 
Kansas southward. The extended 
fall season has enabled farmers to 
carry out their seeding intentions, 
sometimes to exceed them, seed- 
ing wheat after corn, beans, soy- 
beans and other crops had been 
harvested. In New Mexico, the 
current favorable moisture situa- 
tion, coupled with the large acre- 
age of land lying idle because of 
the spring and summer drought, 
has encouraged fall seedings. 


Corn harvesting made good 
progress in the South, Northeast, 
and Eastern Corn Belt. In Illinois 
about the usual proportion had 
been husked by Oct. 31. Weather 
and high moisture content has de- 
layed cribbing of corn, though 
much has been shelled early and 
rushed to meet market demands. 
Because of small carryover stocks, 
feeding of new corn is heavier 
than usual. Harvest of the record 
crop of excellent quality will pro- 
ceed rapidly if November brings 
the usual good drying weather. 
Prospects for sorghum grain re- 
mained virtually unchanged at 88 
million bushels. Rice production 
maintained its near record out- 
look of 70 million bushels “as 
freeze damage in Arkansas and 
flood damage in Texas was offset 
by improvement elsewhere. Aver- 
age buckwheat prospects of 7.3 
million bushels were maintained, 
despite some slight freeze loss in 
late fields in northern sections. 
Production of all grains, including 
also wheat, oats, barley and rye 
already harvested, is'expected to 
reach 165 million tons. Of this, 
127.7 million tons are feed grains 
and 37.4 million tons are food 
grains, each group total the larg- 
est ever harvested in this country. 


Yields of burley and flue-cured 
tobacco are turning out better 
than anticipated a month ago. 
Both the yield per acre and pro- 
duction of tobacco are the highest 
on record. The same is true of 
potatoes, for while some freeze 
losses occurred in important West- 
ern areas, the extended growing 
period elsewhere helped to attain 
an average yield per acre 25 
bushels larger than in any other 
year. Sweet potatoes fell below 
Oct. 1 expectations, but are still 
a slightly better than average 
crop. The soybean crop profited 
by the favorable fall season which 
enabled late-planted fields to ma- 
ture, otrers to attain maximum 
yield and quality, and all to be 
harvested with minimum loss. The 
result is a near-record yield per 
acre and a soybean production 
exceeded only in 1943. Dry beans 
failed to reach expectations in 
Michigan and New Mexico, the 
decline more than offsetting im- 
proved outturns elsewhere. Sugar 
beet yields and production im- 
proved during October, but some 
difficulty is being experienced in 
harvesting the crop in Mountain 
States. There was no change in 
sugar cane prospects as harvest 
got underway. Improvement in 
broomcorn prospects in New Mex- 
ico offset declines in Colorado and 
Kansas to maintain a production 
estimate of 40,000 tons. Peanuts 
are still a near-record crop of 
2.061 million pounds, despite de- 
clines in yields in Southeastern 
States. 


Dairy and poultry production 
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was also favored by October 
weather, Despite fewer laying 
hens on farms *than last year, 


egg production was higher, due to 
the highest rate of lay for any 
October. Total egg production | 
was more than a third above aver- | 
age. The potential layers on farms | 
numbered slightly below average. 
Dairy cows produced at a record | 
rate during October and despite | 
fewer cows milked, total produc- 
tion fell only slightly below the 
record set in October 1945. Mild 
weather, availability of late pas- 
tures and ample concentrate 
feeds all contributed. 


Farm supplies of hay. and 
roughage, compared with usual 
supplies at this season of the year, 
appear to be adequate. An area 
of shortage is reported centering 
in New Mexico and covering parts 
of the adjacent States of Arizona, 
Utah, Colorado, Oklahoma and 
Texas. Moderately light supplies 
are available in parts of Arkansas 
and several Southeastern States, 
in sections adjacent to lower Lake 
Michigan, in northern and western 
North Dakota, central Nebraska 
and perhaps other local areas 
where dry weather earlier in the 
season limited hay production. 
Supplies are abundant in coastal 
States from Maine to North Caro- 
lina and adequate in the Corn 
Belt and Border States. In most 
of these instances, pastures are 
still available and furnishing 
enough feed to reduce the period 
in which roughage feeding will be 
mecessary. Pasture condition is 
well above average, though lower 
than on Nov. 1 in 1941, 1942 and 
1944.- Pastures are relatively poor 
in several East North Central 
States. On Western ranges, feed 
Was generally good aside from a 
few local dry spots and some 
northern and high areas where 
frost damaged late growth. The 
early November snow was hard 
on cattle and sheep in affected 
areas and limited gains of live- 
stock on wheat pastures. Market- 
ings of cattle and sheep were 
heavy during October. 


Estimated production this year 
of six major field seeds—alfalfa, 
red clover, alsike clover, sweet- 
clover, timothy, and Sudan grass 
—is 302,961,000 pounds of clean 
seed. This is 13% more than was 
produced in 1945 and 4% more 
than the 1940-44 average. Pro- 
duction of each of these seeds, ex- 
cept Sudan grass, exceeds that of 
last year. Three of them—alfalfa, 
red and alsike clover—are above 
average in production, while the 
other three—sweetclover, timothy 
and Sudan grass—are below aver- 
age. The acreage of the six seeds 
harvested this year totals 4,438,900 
acres, compared with 3,932,700 
acres in 1945 and the five-year 
average of 3,415,710 acres. Acre- 
age each of alfalfa, red clover, 
and alsike clover was larger this 
year than last and also larger than 
average, but acreage of sweet- 
clover, timothy, and Sudan-grass 
seed was below 1945 and also be- 
low average. 

Harvest of the largest tonnage 
of deciduous fruits ever recorded 
was practically completed in all 
commercial areas during October. 
Production of the nine principal 
deciduous fruits aggregates 10,- 
095,000 tons—19% above 1945, 
14% above average and 2% above 
the previous record in 1937. The 
1946 deciduous fruit production 
includes record crops of peaches, 
pears and plums; near-record 
grape, cherry and apricot crops; 
and about average apple and 
prune crops. Also a record citrus 
production is indicated for harvest 
this fall, winter and next summer, 
about 13% more than the previous 
record total from last year’s crop 
and about 56% greater than aver- 
age. Production of tree nuts to- 
tals 151,000 tons—11% below the | 
record highs of the past two sea- | 


processing approaches an end, an 
aggregate preduction of 11 im- 
portant vegetables ‘near the rec- 
ord-high 1942 figure, is being real- 
ized. This year’s estimated pro- 
duction of 42,020 tons of green 
lima beans for canning and freez- 
ing is the largest on record—21% 


| above the previous record of 1945 


and 52% above the 1935-44 aver- 
age. The 1946 production of cu- | 
cumbers for pickles, is placed at 
9,879,000 bushels, 24% above the 
1945 production, 19% above the) 
preceding record-high crop of 
1942 and 52% above the 1935-44 
average production. In Georgia 
and California, pimiento proces- | 
sors obtained an estimated 22,350 | 
tons in 1946, the third largest crop 
on record. The yield per acre is| 
the highest since 1934, largely on 
account of favorable growing con- 
ditions in Georgia, where most of | 
the acreage is located. 


It is now apparent that produc- 
tion of truck crops for the entire 
year—winter, spring, summer, and | 
fall—will be a new record high, 
probably about one-tenth greater 
than in 1945 and _ four-tenths 
above the 1935-44 average. New 
records are indicated for canta- 
loups, cauliflower, celery, egg- 
plant, Honey Dew melons, lettuce, 
onions, green peppers, tomatoes 
and watermelons. All other crops | 
except artichokes, Honey Ball | 
melons, kale, green peas, and shal- | 
lots are expected to be well above 
average. With a late fall per- 
mitting most commercial truck 
crops in northern and eastern 
areas to mature without freeze 
damage, tonnage of fall vegetables 
is expected to be about 10% 
greater than the high record of 
last fall. Eight of the 13 fall crops 
are expected to exceed all previ- 
ous records for production, and | 
the indicated carrot crop was ex- 
ceeded only in 1943 and 1945. | 
Prospects for a record snap bean | 
crop were blasted by a storm) 








which struck Florida on Nov. 1, | about a third of its good quality 


| 
i 


destroying much acreage out- | 
right and reducing yields on the! 
remainder. 

Corn 


largest of record—exceeding the. 
previous banner crop of 1944 by | 
177 million bushels. It is 12%) 
larger than last year, and 30% | 


above the 1935-44 average. A de-| are the highest of record and | 323,329,000 


was only about a tenth picked 
and that mostly for immediate 
feeding. lowa’s estimated produc- 
tion dropped 11 million bushels 
from last month, but even so the 


crop is still indicated to be 57 
million bushels larger than the 
previous record set in 1943. In 


illinois, the 1946 crop is expected 
to be 71 million bushels more 
than the biggest crop heretofore 
harvested. A drop of .5 million 


bushels in the Indiana crop since | tions and were yielding above ex- | 
| pectations. In Texas rains caused | 


Oct. 1 still leaves the 1946 pro- 
duction at a record high. level. 
Ohio prospects improved slightly 
with the production now indicated 
only 2 million bushels short of the 
record large crop of 1942. A long 


/summer drought in Michigan re- 
| sulted 


in the lowest yield per 


|}acre in that State since 1936 and 


the smallest production since 1941. 
Minnesota’s crop which is about 
one-fourth picked is only 3 mil- 
lion bushels short of the record 
production. Missouri and Kansas 
made good progress in husking 
during October. In Nebraska 
husking is about two weeks later 
than usual because of the high 
moisture content of the corn. 
Quality in all the Corn Belt States 


'except South Dakota is consider- 


ably above average. 


In the northeast, October 
weather was unusually favorable 
for maturing late corn and for 
husking. In general corn for grain 
is of good quality, but in Penn- 
sylvania there is some “soft” corn. 
Husking in the southeastern part 
of that State is about half finished. 
Production in this group of States 
is the largest since 1925. 

With the exception of 1945, the 
South Atlantic States are husking 
the biggest corn crop since 1921. 
Qaulity is good. North Carolina 
has the largest crop in its history 


|largely because of a record-high 


yield per acre. 
outh Carolina 
record highs. Virginia has husked 


Maryland and 


crop. 


The South Central group of 
| States is harvesting the largest 
| corn crop since 1942. Except in the 

The 3,381 million bushel corn | Cotton section, where husking was 
crop estimated on Nov. 1 is the| delayed for cotton picking and in 


the northern part of the area 
where the crop -matures later, 
harvest is nearing completion. 
Kentucky and Tennessee yields 


'indicated in Texas and California 
yields. 

In Arkansas harvest. returns 
have fallen below expectations, 
,as a result of frost damage about 
October 11-12. More than half of 
| the acreage had been harvested by 
| November 1. Harvest in Louisiana 


| was at least four-fifths complete, | 


| with conditions mostly favorable 
|and harvesting loss light. Late 
| fields profited by favorable condi- 


| delays in harvesting and some 
| damage to rice still in fields. In 
the Beaumont area a 7.7 inch rain 
caused heavy flood damage to the 
unharvested acreage. This loss, 
however, was offset by other fac- 
tors tending to increase produc- 
tion. Threshing of rice was general 
in California on November 1, 
about 10 days ahead of most re- 
eent years. Conditions were ideal 
for harvesting. With nearly two- 
thirds of the acreage harvested, 
driers were becoming congested. 


Potatoes 


The estimated national potato 
crop of 477,904,000 bushels is a 
record-high. It is 6.8 million 
bushels above the October 1 esti- 
mate and exceeds the 1943 pro- 
duction, which was the previous 
record, by almost 13 . million 
bushels. Production in 1945 was 
425,131,000 bushels and the 1935- 
44 average is 372,756,000 bushels. 
The 175.3 bushel yield per acre 
indicated for the United States 
exceeds the previous record-high 
yield harvested in 1945 by about 
25 bushels. 


In the eastern and central parts 
of the country, good growing 
weather in early October per- 
| mitted potatoes still in the ground 
to increase in size more than 
usual. Weather also favored har- 
vest of the crop in those areas 








and production exceeds ~ earlier 


expectations. 


Despite higher yields indicated 
fer Nebraska, Wyoming, Utah, 
Nevada and New Mexico, totai 
production in tne western part 
of the Nation is below the crop 
expected a month ago. Both the 
idano and Colorado crops have 
been reduced by freeze damage. 
In Idaho, harvest is complete as 
freezes since the first of Novem- 
ber have frozen the small acreage 
of potatoes remaining in the 
ground. Acreage remaining undwg 
at the time of these low tempera- 
tures are mostly in the south cen- 
tral part of the State. Freeze 
damage from low temperatures in 
October is showing up in storage 
especially in the eastern part. of 
Idaho. In Colorado, freeze damage 
is confined largely to the ‘San 
Luis Valley. Harvest of the 
Nebraska crop is about complete 
and there has been no appreciable 
damage from low temperatures. 
There is some undug aereage in 
Wyoming, especially in Goshen 
County. " 

Production estimated for each 
of the Pacific Coast States is un- 
changed from the crop indicated 
October 1. In Washington,‘ most 
of the crop has been harvested 
except for the late farm crop. grown 
west of the Cascades, which is 
usually dug in late November or 
early December. Harvest is about 
complete in the Malheur/|, and 
Klamath areas of Oregon, but 
some potatoes remain to be dug in 
the Crook-Deschutes and western 
areas. October frost dama in 
Oregon was confined tg, the 
Crook-Deschutes and Baker areas 
and the acreage affected is small. 
In California, the Tule Lake’*crop 
has produced a very good! yield 
and an excellent crop hags;been 
produced in the San Joaquin 
Delta. 





yields are also guring the latter part of October. 


However, in the. western part of 
the United States, especially in 
Idaho and Colorado, there was 
|some freeze damage during the 
| past month. 


The crop of 358,184,000 bushels 
estimated for the 30 late potato 
producing States is 5.8 million 
bushels below the record-high 
crop produced in 1943. For the 18 





surplus late potato producing 
| States, production is placed at 
bushels, compared 


crease of 7 million bushels in the | @uality is excellent. The yield per | with 328,581,000 bushels in 1943. 


North Central States was more | acre in Kentucky this year is 6.0, 


than offset by increases in all | 
other regions to give a net gain) 
of 6 million bushels over the Oct. 
1 estimate. The yield per acre) 
of 37.0 bushels is 1.8 bushels) 
larger than the previous record 
high yield of 35.2 bushels in 1942, 
3.9 bushels higher than 1945 and 
8.5 bushels above the average. 

These estimates, as usual, in- 
clude corn for all purposes—grain, 
silage, forage, hogging and graz- 
ing. Corn to be harvested for 
grain is currently estimated at 
3,080 million bushels, approxi- 
mately 91% of all corn, compared | 
with 2,699 million bushels for 
grain in 1945, which was 89% of 
all corn production. 


Further favored by nearly ideal 
maturing weather in October, the 
1946 crop is expected to be of | 
high quality in almost every part 
of the country. Nearly all late 
corn matured without frost dam- 
age. This contrasts sharply with | 
last year when there was much) 
“soft” corn in the Corn Belt, par- 
ticularly in western 
northern Missouri, northern Iowa | 
and southern Minnesota. 

All corn was safe from frost on | 
Nov. 1. But since some of it was 
too high in moisture for cribbing 


and the fields were too soft for dicated United States production | yields 


mechanical pickers, husking 
the Corn Belt had not progressed | 





as rapidly as expected. Farmers | 
in some areas, particularly in the | 
northwestern part of the Corn 


bushels, or 19%, above the pre- 
vious high established last year. 

In Colorado, where more than 
half of the corn in the Western 
States was produced this year, the 
crop is turning out much better 
than expected earlier. Yields per 
acre are above average in each 
State of the western group, but 
production is the smallest since 
1940 because less acreage was 
grown this year. 


Buckwheat 


The 1946 crop of buckwheat, 


estimated at 7,289,000 bushels, is | 


practically “in the bag.’”’ The open 
October weather was favorable 


|for maturing the crop, and har- 


vesting and threshing were fur- 
ther along than usual by Novem- 
ber 1. Moderate frost damage 
occurred in some late fields 
northern sections, but had little 
effect on total outturn. Yield esti- 
mates are generally unchanged 
from last month. The yield of 
18.1 bushels per acre is about 2 


Per acre yields are substantially 
better than last year and above 
average in New York and Penn- 
sylvania, which produced three- 


. 


about equal to the 


average. 


10-year 


Rice 
Rice production is still indicated 


in | 


About two-thirds of the in- 
crease in the estimated production 
| between October 1 and November 
'1 is in the eastern part of the 
country. Compared with a month 
earlier, higher yields are indicated 
for each of the New England 

States except Massachusetts, up- 
state New York and Pennsylvania. 
Harvest is practically complete in 
|this part of the Nation and has 
been accomplished without any 
appreciable freeze damage. Maine 
has a record-high production and 
record-yields have been harvested 
|in upstate New York and Penn- 
sylvania. In Aroostook County, 
Maine, a good set of tubers de- 
' veloped to better-than-average 
| size. The quality of the crop in 
|Aroostock is good to excellent 
| Tubers harvested in upstate New 
York are of good size and quality, 
'but some rot is beginning to ap- 
| near in storage. Tubers produced 
in most areas of Pennsylvania 
'are very large. In the Potter 


| plateau area of this State. much 


Illinois, , bushels per acre above last year. rot has shown up in deep storage 


_ bins. 
| The increase in the production 
| estimated for the central part of 


‘fifths of the Nation’s crop. In-| the United States reflects higher 


than were expected a 


in 18 9% larger than a year ago, but| month ago in Michigan, North 


| Dakota, South Dakota, Ohio and 
Iowa. Harvest in this area is 
| practically complete without 


sons but still 14% above average. | Belt. were awaiting the drying out at near'y 79 million bushels on | freeze or flood damage. Quality of 
Pecans were 27% below average, | effect of a killing frost and clear | November 1. This is close to the 


but walnuts are above 
while almonds and filb 
record large crops. 

: As the 1946 season for harvest- 
img truck crops for commercial 


average, | 
erts are) 


weather so that husking could | 
proceed at a rapid pace. Illinois 
had about two-fifths of the husk- | 
ing completed on Nov. 1, the usual 


| record crop of last year. Another 


slight improvement in the Louisi- 
ana yield virtually offsets a de- 


‘the potatoes produced in these 
| States is generally very good. In 
| the Red River Valley, rains in 
September and early October 





Urges Presidential: 
Succession Change 


President Truman on Feb. 5 re- 
newed his appeal to Congress for 
a change in the traditionak ive of 
succession to the Presidency,, As- 
sociated Press Washington av: vices 
stated. Under the presen’ law 
Secretary of State George C.Mar- 
shall currently would adva ce to 
the White House if a vacancy 
should occur before the 1945 elec- 
tions. Mr. Truman proposes that 
the Speaker of the House be put 








‘in line after the Vice-Pres dent, 
and after him, the Senate’s.,\-resi- 
dent pro tempore, The Pres “ent’s 
proposal was made to Cc ‘ress 
through identical letters i» the 
'two potent’al Republican . bene- 


\ficiaries: House Speaker, Jeseph 
|W. Martin, Jr., of Mashachusetts, 
land the Senate’s President pro 
‘tempore, Arthur H. Vanderberg, 
| of Michigan. 

—-- a 
Ban on Filibuster Urged 
Four bills, aimed at outlawing 

filibusters and differing only in 
a few details, were introduced in 
the Senate on Jan. 28, United 
Press Washington advices report- 
ied, adding that under these 
| measures debate would be limited 
‘by a majority rather than a two- 
thirds vote. Two Republican and 
two Democratic Senators each 
urged a Senate rules subcommit- 
tee to approve his bill by which 
the Senate could choke off long- 
winded Senators bent on talking 
bills to death. Southern Senators 
opposed to such legislation indi- 
cated that they would conduct a 
filibuster against any such bill 
which might reach the floor. The 
four who presented separate leg- 
islation were Senators William’ F. 
Knowland, Republican, of Cali- 
fornia; Leverett Saltonstal, Re- 
publican, of Massachusetts; Glen. 
Taylor, Democrat, of Idaho, and 
Claude Pepper, Democrat, of 








progress for this date. lowa’s crop| cline in Arkansas. No changes are' favored increased tuber growth Florida. 
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Truman Announces Buiiding Trades 
Management-Labor Arbitration Agreement 


President Truman on Feb. 1 made public a management-labor 


agreement in the building trades, 


Contractors of America and the estimated 2,000,000 workers who are 
members of the Building and Construction Trades Department of the 
American Federation of Labor undertake that a national joint con- 


ference committee shall settle any 
mitted to it by mutual agreement.© 

In a statement indicating that! 
the agreement was described in a 
joint letter to him by the two 
parties, the President said that 
“the agreement signed by the 
Associated General Contractors of 
America and the Building and 
Construction Trades Department 
of the A. F. of L. is a significant 
step forward in industrial rela- 
tions in this country.” The Presi- 
dent went on to say, according to 
Associated Press advices from 
Washington: 

We have had good labor news 
during the last ten days. The 
steel workers and the steel-pro- 
ducing subsidiaries of the United 
States Steel Corporation have 
reached a final agreement on the 
problem of eliminating wage-rate 
inequitices—a might complicated 
problem on which they had been 
working for more than two years. 
The same parties have also 
reached an agreement to postpone 
the expiration date of their pres- 
ent contract until April 30. 

The United States Rubber 
Company and the Rubber Work- 
ers’ Union of the Congress of In- 
dustrial Organizations have also 
recently reached agreement on a 
: significant contract. 

The making of these agree- 
ments indicates a widespread 
willingness to resolve industrial 
disputes without resort to force. 
We are moving closer and closer 
to our ideals of free collective 
bargaining. 

The following is the text of the, 
arbitration agreement between 
the Associated General Contrac- 
tors of America and the Building 
and Construction Trades Depart- 
ment,: AFL, for a National Joint 
Conference Committeee, as re- 
pored by the Associated Press: 

The purpose of this committee 
is to get up machinery for the 
settlement of any dispute or dis- 
agreements which may arise and 
which is voluntarily submitted to 
the committee by mutual agree- 
ment of the parties involved in 
the dispute, thereby furnishing 
adequate machinery for the set- 
tlement of such disputes or dis- 
agreements in an orderly manner 
without any stoppage of work by 
lockout or strike. 





Scope of Committee 


The National Joint Conference 
Committee will set up separate 


committees for the purpose of 
handling such disputes or dis- 
agreements which may be re- 
ferred to it by the various 


branches of the building and con- 
struction industry in the follow- 
ing manner: 

1. A commiitee to handle and 
make decisions in any dispute 
which may arise by and between 
contractors engaged jin heavy 
construction work and members 
of unions, who are employed in 
the heavy construction industry, 
in which disputes there has been 
a failure to reach an orderly 
settlement at the local level or 
through any other machinery 
which may have been provided; 
and where the parties to the dis- 
pute mutually agree to submit 
this dispute to this committee for 
final determination. 

2. A committee to handle and 
which disputes there has been a 
which may arise by and between 
contractors engaged in highway 
and road construction work and 
members of unions, who are 
employed in highway, road and 
street construction work, in 
which disputes there has been a 
failure to reach an _ orderly 
settlement at the local level or 
through any other machinery 


which may have been provided: 


by which the Associated General 


dispute which is voluntarily sub- 





pute mutually agree to submit 
this dispute to this committee for 
final determination. 

3. A committee to handle and 
make decisions in any dispute 
which may arise by and between 
contractors engaged in the build- 
ing industry and members of 
unions, who are employed in the 
building industry, in which dis- 
putes there has been a failure to 
reach an orderly settlement at 
the local level or through any 
other machinery which may have 
been provided; and where the 
parties to the dispute mutually 
agree to submit this dispute to 
this committee for final determ- 
ination. 

4. There may arise disputes on 
certain types of work on which 
it will be unable to classify as 
heavy construction, highway and 
roadway construction or build- 
ing construction. In the event 
of such a condition arising the 
National Joint Conference Com- 
mittee will be empowered to ap- 
point a suitable committee to 
handle such situations on any 
disputes which may be volun- 
tarily referred to it by mutual 
consent of the parties involved. 
The National Joint Conference 
Committee will not accept juris- 
diction over any dispute which 
may arise where there is ade- 
quate machinery set up for the 
handling of such disputes until it 
has been proven that the ma- 
chinery set up and operating has 
failed to bring about an orderly 
adjustment of the dispute. It will 
be necessary for parties in dis- 
pute to voluntarily submit the 
issues in the dispute to the Com- 
mittee, but, after submission is 
made the parties to the dispute 
are bound to consider the deter- 
mination of the Committee as a 
final and binding determination 
of the issues involved. 


Membership 
Membership of the National 
Joint Committee shall be com- 
posed of an equal number of rep- 
resentatives of employers and the 
building and construction trades 
depariment as follows: 

One member from the Associ- 
ated General Contractors who is 
representative of heavy construc- 
tion industry; one labor member 
whose membership is predomi- 
nantly employed in heavy con- 
struction industry. 
One member from the Asso- 
ciated General Contractors who 
is representative of highway and 
road construction industry; one 
member of a labor organization 
whose members are predominate- 
ly employed in highway and road 
construction. 
One member of the Associated 
General Contractors who is rep- 
resentative of the building in- 
dustry; and one member from 
the building and _ construction 
trades department whose mem- 
bership is predominanily em- 
ployed in the building industry. 
There shall be a representative 
member of the national associa- 
tions serving the specialized and 
sub-contracting employers; and 
one member from the building 
and construction trades depart- 
ment whose membership is pre- 


dominantly employed by the 
specialized and _ sub-contracting 
employers. 


It is understood that the pres- 
ent method set up in the building 
and construction trades depart- 
ment for the handling of juris- 
dictional disputes is to be con- 
tinued and the above committees 
are not to assume jurisdiction 
over jurisdictional trade disputes 
unless the parties to the juris- 


the committeee to take jurisdic- 


tion. 

It is understood that parties 
sponsoring this agreement are 
the building and construction 


trades department of the Ameri- 
can Federation of Labor and its 
affiliated organizations and the 
employers affiliated with the As- 
sociated General Contractors of 
America, Inc., who in the gen- 
eral course of their business em- 
ploy members of the building 
and construction trades depart- 
ment. 
It is also understood that the na- | 
tional joint conference committee 
will not assume or accept juris- 
diction over any dispute arising 
between organizations affiliated 
with the building and construc- 
tion trades department of the) 
American Federation of Labor 
and employers on whose opera- | 
tion a non-union condition ex- 
ists for any of the crafts on their 
construction work. | 


Truman Opposes 
Rent Increase | 





In spite of repeated assertions | 
by President Truman that he is | 
opposed to any increase in rent 
ceilings, there is evidence that | 
Congress intends to proceed with | 
a study of the whole situation | 
with the likelihood that a major | 
battle will eventually ensue be- | 
tween Republicans and Democrats | 
over a proposal for a flat per- | 
centage increase. The President | 
has expressed himself opposed to| 
a general increase in present 
levels, Washington advices to the | 
New York “Times” stated on Feb. | 
1, and does not intend to initiate | 
a general rise and reiterates that | 
the situation is in the hands of | 
Congress. | 

A mixup in the picture resulted | 
during the latter part of January | 
when the director of the Office of | 
Temporary Controls, Major Gen- | 
eral Philip B. Fleming, is said to | 
have ordered, without Presiden- 
tial approval, a general 10% rent 
increase which the White House 





| 


| pacity. 


try, on Feb. 10 stated in part as 


'established cash funds during the 


Steel Operations to Set New Posiwar Peak— 
Use of Reserves Ups 1946 Net Profits 40% 


According to the American Iron and Steel Institute, the operating 
rate of steed companies having 94% of the steel capacity of the in- 
dustry will be 93.7% of capacity for the week beginning Feb. 10, or 
at the highest level since the week of May 14, 1945 when the rate 
was 95.3%. The current figure compares with the following revised 
rates: 93.4% for the week beginning Feb. 3, 93.6% for the Jan. 27 
week, 92.5% for the Jan. 20 week,® 
91.8% for the Jan. 13 week and | cars. Steel producers question 
90.3% for the Jan. 6 week. For|their ability to supply steel for 
the week beginning Feb. 11, 1946,| more than the 7,000-car schedule 
when the industry was virtually|since some steelmakers are well 
shut down because of the steel| behind on commitments to car 
strike, the rate was 5.5% of ca-| builders. 
| “Some of the larger steel produc- 
The operating rate for the week|ers are now opening books for 





| beginning Feb. 10 is equivalent to|second quarter and, while the 


1,639,700 tons of steel ingots and situation varies with different in- 
castings, compared with 1,633,700|terests and also with respect to 
tons one week ago, 1,607,300 tons| products, it appears allotments 
one month ago and 96,900 tons/| will average slightly better than 


|one year ago, the Institute states.|in the current quarter. 


“Steel” of Cleveland, in its 
summary of latest news develop- 
ments in the metalworking indus- 


“However, quotas on flat prod- 
|}ucts may show no improvement. 
| Certain sheet sellers indicate they 
will have more for their regular 
|customers while others doubt if 
|their position will be even as 
| good as at present. Much will de- 
/pend upon action taken with re- 
cies, its 1946 net profit will run |spect to the housing program. 
about 40% above the 1945 level. (Sellers indicate they may have to 
“This showing, despite two coal make revisions in quotas as soon 
strikes and a paralyzing stee] |as the housing outlook clarifies. 
strike during the year, was made| “Shape producers are accepting 
possible by the transfer of large | specifications from the general 
amounts from postwar contin- | trade for next quarter. In no case 
gency funds by several large pro- |does it appear, however, that a 
ducers: Preliminary reports from _ buyer will receive as much as he 
seven large producers operating | would like to get. Fabricators 
70% of the industry’s total ingot |estimate they will have to -con- 
capacity show aggregate net in-|tinue to operate on a somewhat 
come at nearly $190,000,000 which | limited scale—because of a short- 
is 43% above the 1945 levels of | age of plates, if not because of a 
these same companies. \shortage of shapes. Meanwhile 
“The industry’s production con- | most fabricating shops are booked 
tinues at levels eclipsing any pre- | up six to eight months ahead on 
vious peacetime figures by wide \the basis of what they can reason- 
margins, with current production | ably count on in the way of steel 


follows: 


“Because the _ steel industry 


war to meet postwar contingen- 


countermanded at the last mo- | pacity to produce before the war. | 
ment. On Jan. 31, at a subsequent | 
investigation of the confusion |tinued high, any interruption to 
caused by the rumored change and |the flow of finished steel has al- | 
revocation order, General Fleming |most an immediate effect on the 
told the Senate Banking and Cur- metalworking industries since 
rency Committee that the respon-|their inventories generally are 
sibility for the increase order was|low and current consumption | 
solely his and that he had not |high. Schedule of freight car pro- | 
been aware of the President’s con- duction, for instance, calls for 
firmed opposition. Mr. Truman, | about 2,000,000 tons to be shipped | 
at his Feb, 1 news conference, at a rate of 165,000 to 175,000 tons 
stated that the OTC head had ex- a month, beginning in April. This 
pressed the exact truth in his would permit construction of 7,000 
testimony to the Senate Commit-}| cars monthly, but the Office of 
tee in which he said that he had Defense Transportation is press- | 
acted without being aware of the ing for a monthly output of 10,000 


President’s position in the matter. 
Subscriptions to Tr 


—ae 


To Study Japan’s Resources 
The War Department is sending 
five American industrial engineers 
and appraisers to Japan to ex- 
pedite the evaluation of Japanese | 


| subscription and allotment figures 


Subscriptions for amounts up to a 


\far above the industry’s total ca- | supply. 
“Steel producers are pressing 
“While output of ingots con-|production to the utmost but 


shortages of scrap are becoming 
increasingly serious. As a matter 


'of fact, bidding for scrap is ex- 


tremely spirited at some points 
and high prices are being bid on 
material from remote points. 

“*Steel’s’ composite market av- 
erage for steelmaking scrap ad- 
vanced further last week to $32.08 
from $31.3 for the preceding 
period. Other averages were un- 
changed at $69.36 for finished 
steel, $52.10 for semi-finished 
steel and $29.56 for steelmaking 
pig iron.” 


easury Certificates 


— 


Secretary of the Treasury Snyder announced on Jan. 30 the 


with respect to the %% Treasury 


' Certificates of Indebtedness of series B-1948 offered on Jan. 20. 


nd including $25,000 were allotted 


in full and amounted to $45,887,000. The total subscriptions received 
were $4,801.396,000 and the total allotments 


were $3,946,658,000. 





property in connection with the |The Certificates Series 


: laa /were open on an exchange basis, 
reparations program, Associated | par for par, to holders of Treas- 


Press Washington advices of Jan. ury Certificates of «Indebtedness 
22 disclosed. In accordance with a|of Series B-1947, in the amount 
request by General MacArthur, | Of $4,953,989,000, maturing on Feb. 
the group will make a field study |}, 1947... The Jan. 20 announce- 


. 2 .~ |ment said that: 
of industrial plants and equip- “Since it is planned to retire 


ment to be made available as | about $1,000,000,000 of the matur- 
reparations. ing certificates on — ‘-e* 
: . \tion, subscriptions wi re- 

Pong = degre rRecaipondas ceived subject to allotment to all 
’ % “»|holders on an equal percentage 

the group will devote about a basis, except that subscriptions in 
month to the work. Interested in | amounts up to $25,000 will be al- 
the results are the 11 member |/©tted in full. Cash subscriptions 


nations of the Far Eastern Com- pt Cosggeiecatheiaas > AP will be 


mission. Other members of the dated Feb. 1, 1947, will bear in- 
surveying party are Horace B. | terest from that date and will ma- 
Perry, Boston; Paul B. Coffman, ture on Feb. 1, 1948. They are 


, issued in bearer form only, in 
New York; F. C. Mackrell, New | genominations of $1,000, $5,000, 








and where the parties to the dis-' 


dictional trade dispute voluntarily 
and by mutual consent requests 





York, and George F. T. Burgess, | $10,000, $100,000 and $1,000,000. 
New York. | The subscriptions were closed 


B-1948¢ 


at the close of business Jan. 22, 
except for the receipt of sub- 
scriptions from holders of $25,000 
or less of the maturing certifi- 
cates. The subscription books for 
the latter were closed on Jan. 23. 

Subscriptions and _ allotments 
were divided among the several 
Federal Reserve Districts and the 
Treasury as follows: 








Total Total 
Fed. Reserve Subscrips. Subscrips, 

District Received Allotted 
Boston . $106,641,000 $87,773,000 
New York 3,299,.449,000 2,706,.777,000 
Philadelphia 73,722,000 60,736,000 
Cleveland - 91,415,000 75,462,000 
Richmond 59,878,000 49 478,000 
A&tiante ..—.- 86,618,000 71,475,000 
Chicago - 390,110,000 321,639,006 
St. Louis 96,520,000 80,061,000 
Minneapolis — 65,391,000 55,135,000 
Kansas City_ 130,001,000 107,996,000 
Dallas : 80,091,000 66,111,006 
San Francisco 318,573,000 261,559,000 
Treasury 2,987,000 2.456,009 
Total $4,801,.396,000 $3,946,658,000 
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New Economic Doctrines in 
Wake of War 


(Continued from first page) 


of the Corporative State. But the 
economic implications were not 
greatly different. The state was 
supreme. Mussolini’s will became 
the will of all Italians, and to 
cppose him was to invite the fate 
of a Matteoti. 

In Germany the story was much 
the same. There Hitler and his 
henchmen shot their way to 
power through the economic mess 
and the political disruption that 
followed their country’s defeat. In 
this case as in that of Russia and 
Italy, it is quite unnecessary to 
write the details. But it is essen- 
tial to point out that in all three 
cases the attitude of the govern- 
ment toward economic life was 
changed! It became the dictator. 
Russian communism, Italian fas- 
cism, or German National Social- 
ism could tolerate nothing else. 

In the meantime in England 
there were evidences also of 
economic misery and of political 
ferment. There was no violation 
revolution—the British people do 
not usually accomplish either 
their political or their economic 
reforms in that way. They prefer 
to rely on education and on the 
ballot box. These are slower than 
bullets, but just as effective! 

You see, as early as 1899 British 
organized labor had developed 
political ambitions. By 1906 it had 
formed a Labor Representation 
Committee, with James Ramsay 
MacDonald as its secretary. With 
the help of the intelligentsia who 
constituted the Fabian Society, 
and with the further aid of the 
Independent Labor Party, they 
proceeded to “educate” the voter, 
and by 1924 Labor controlled the 
British government for several 
months. It was a small beginning, 
but today Labor controls that 
government completely. Under 
labor leadership there is going on 
in Britain an experiment in so- 
cialization that is, to most Amer- 
icans, somewhat startling. No less 
than 25 lines of economic activity 
have been marked for national- 
ization, some of them being al- 
ready accomplished facts. 

While this was going on there 
was being developed in some of 
the British universities an entire- 
ly new concept of the relationshiv 
that should exist between the 
government and business. The 
days of the great Marshall were 
over, and one of his brilliant 
proteges, John Maynard Keynes, 
had succeeded to his leadership 
in the field of economics. Keynes 
wrote a startling book after World 


War I on “The Economic conse- 
quences of the Peace.” He fol- 
lowed it some years later with 
several treatises that propounded 


a new economic theory, and con- 
cerned himself very largely with 
matters pertaining to the business 
cycle, Concurrently Sir Williare 
Beveridge, who for many years had 
devoted his talents to the problem 
of unemployment, made his fa- 
mous report on that subject, and 
later wrote his challenging book, 
“Full Employment in a Free So- 
ciety.” 

The British governments of the 
day paid scant attention to either 
Keynes or Beveridge in so far as 
putting their ideas into practice 
was concerned. But these two 
men did not lack disciples. There 
is no prohibitive American tariff, 
embargo, or import quota on 
ideas. Some of our economists 
became converts to, and began to 
preach, the gospel of spending ac- 
cording to Keynes, and the gospel 
of full employment according to 
Beveridge. Every informed Amer- 
ican knows the result. It will live 
in our economic and political his- 
tory as The New Deal. In its very 
essence it introduced revolution- 
ary economic ideas—spend and 
spend and spend and don’t worry 
about the national debt or about 
a balanced budget: put everybody 
to work, at government expense if 





necessary, if he is willing to work. 
Tax and tax and tax, and let the 
chips fall where they may! It was 
a wide swing, from the economics 
of individual enterprise in the 
nineteenth century to the poli- 
tico-economics of the twentieth, 
but in these few paragraphs there 
lies the essence of the story. And 
many of the disciples of Keynes 
and Beveridge are still with us, 
some of them in high places. It 
was the depression of the °30’s 
that gave them their opportunity. 


Now, what is the significance 
of all this from the viewpoint of 
a trust officer or a trust institu- 
tion? Well, the answer can be 
given in simple terms. When the 
economic changes of the past 
50 years are being considered, no 
intelligent man can fail to take 
note of the veritable transforma+ 
tion in economic teaching. Fur- 
thermore, it must not be forgotten 
that thousands of the most intel- 
ligent of this country’s youth have 
had the new economic ideas 
drilled into their minds for a 
number of years. What that may 
mean to the future of this coun- 
try is easy to imagine because 
what it has already meant is a 
matter or record. And this is what 
it has already meant, here in 
America: that the scope of gov- 
ernmental activity in economie 
pursuits has been tremendously 
widened, that there has therefore 
inevitably been built up a vast 
bureaucracy which is very costly, 
that the cost of this bureaucracy 
has (in the main) been laid upon 
the very incomes and the very 
property in which your institu+ 
tions are interested, and that we 
are already partly on our way 
toward the socialization of both 
income and wealth. Russia went 
all the way, with the single ex- 
ception that her bureaucrats seem 
to take very good care of them- 
selves. Britain has not yet gone 
as far, but under her Labor Gov- 
ernment. she is at this very mo-+ 
ment taking giant strides. And 
America has already taken the 
first steps; for taxation is now 
being used here not merely as 
the means by which to raise the 
revenue that government needs 
for the performance of normal 
governmental functions, but, in 
addition, as the means for achiev- 
ing social and economic reforms. 

The movement that began, 
therefore, for the mere regulation 
of business when your Division 
was founded has grown by varied 
steps and under various influ- 
ences during the past 50 years, 
until today its possibilities hang, 
like a sword of Damocles, over a 
country that used to pride itself 
on its rugged individualism. This 
is the vital economic change of 
the past 50 years. It is the porten- 
tious change which dwarfs all 
other changes into insignificance. 
And you, as trust officers, as well 
as your institutions, which are the 
conservators of wealth and the 
guardians of the proceeds of in- 
heritance had better be alive to 
that fact. No speaker should need 
to spell out: its implications to 
such a group as this. 

But there is another side to the 
picture. Americans still believe 
in individual initiative, in private 
property, in the accumulation of 
wealth, and in the principle of in- 
heritance. Even American work- 
ingmen believe in them. If 
anyone doubts that, let him ask 
the first man he meets who is 
wearing a union button, “Would 
you like some day to be your own 
boss?” Pease try that if you have 
a shadow of doubt in your mind. 
That means, if it means anything, 
that the American system CAN be 
preserved. Or, to put it another 
way, it can be sold or re-sold to 
doubting men. Furthermore, it 
means that it must be worth 
| preserving, for otherwise it could 
‘hardly have such an appeal. Yet 





it can be preserved only if those 
who wish to see it preserved will 
ask themselves the question, 
“Why is it being curtailed?” 

‘ That is being done because the 
system has within it weaknesses 
that ought to be eradicated. It 
has failed on its own initiative to 
try to find the remedies for the 
crushing impact of business de- 
pressions. That it has left to the 
economists and the bureaucrats. 
It has failed to find the remedy 
for unemployment or to take care 
of those thrown idle through no 
fault of their own. That it has 
left to opportunistic politicians. 
It has, up to this date, provided 
only a pittance for those grown 
old and dependent in its service. 
That has been done by govern- 
ment, when it could perfectly well 
have been done by business itself. 
It has continued, and still con- 
tinues, to create huge aggrega- 
tions of wealth in corporate form 
that sometimes seem to over- 
shadow even government itself. 
And in recent years, on the other 
hand, we have seen legalized the 
operations of similar aggregations 
of labor as the workingman’s 
counter - offensive, .with tragic 
results. These are some of the 
things that have brought about 
revolutionary changes in both 
economic thinking and economic 
teaching. 

These things cannot continue 
and leave our American system 
of private enterprise safe. As one 
who had a rooted conviction in 
the possibilities of the system, 
and as one who has seen many 
evidences of the ingenuity of 
American businessmen, I assert 
that they need not and should 
not continue. The brains of Amer- 
ican businessmen can and must 
find the cure for the business 
cycle. They have never tried to. 
They apparently have wanted to 
accept it as inevitable, with all 
its economic tragedy. The same 
brains can find either a remedy 
for unemployment or the means 
to take care of those unwillingly 
unemployed. They have never 
tried to. They apparently have 
wanted plenty of surplus labor, 
whether tragedy is involved or 
not. Those same brains, applied 
assiduously to the production of 
wealth, can find the way and the 
means to take care of the human 
victims of economic obsolescence. 
With few exceptions, they have 
never tried to, Their interest has 
seemed to die when the worker 
was severed from the payroll. 
That an idle man, or an income- 
less man, was a lost customer did 
not seem to occur to them. And 
when government began the job 
with a pittance, these same busi- 
nessmen have cussed it: for doing 
so, because it involved some taxes. 
The same brains ought to be 
capable of understanding that the 
building of monopoly power in 
any hands can lead ultimately to 
only one thing, namely, the wip- 
ing out of the monopoly power or 
its complete assimilation by a 
Collectivist state, Russian labor 
discovered that. Italian labor dis- 
covered it. German labor dis- 
covered it. British capital is in 
the process of discovering it, too, 
And the collectivists smile as they 
see great business units built: they 
are sure it will make their job of 
expropriation easier “come the 
revolution.” 

That lesson is written large in 
the economic history of the past 
50 years, even of the past five. 
And we who are believers in the 
American system will be worse 
than stupid if we fail to learn the 
lesson well. Furthermore, if we 
fail to do the things that the his- 
tory of the past 50 years have 
taught us need be done, we shall 
deserve whatever we get! 

But there is no need, even 
eventually, to let “the century of 
the common man” be marked fur- 
ther by either “‘proletarian revolu- 
tion” or “socialization by con- 
sent.” American business can sup- 
ply an American substitute and 
thereby preserve the American 
| way—if it but will. It has the 
! brains; it has the means. And the 
time for action is here now! 





pects of the forthcoming trade 
agreements negotiations we have 
held a number of conversations on 
the subject. These and the discus- 
sions later referred to with Under 
Secretary of State Acheson and 
Under Secretary of State Clayton 
have been entirely on our own 
responsibility and solely for pre- 
liminary exploration on the sub- 
ject. It is understood that the pro- 
posals are tentative and subject 
to revision in the light of develop- 
ments. 

Although we are conscious of 
differences of opinion between us 
as to some of the philosophy and 
procedures of the reciprocal trade 
system, we are in accord on the 
following: 


Advise Delay Until 1948 For 
Basie Changes 


1. Since under existing law the 
Reciprocal Trade Act, as last 
extended by the Congress, does 
not expire until June 12, 1948, 
important basic changes in the 
system, if these should be 
needed, can be made more ap- 
propriately by the next session 
of this Congress. Moreover, 
pursuant to the authority 
vested in it by the Reciprocal 
Trade Act which, as* above 
pointed out, does not expire 
until June, 1948, the State De- 
partment has invited 18 nations 
to bargain with us this coming 
April for trade agreements; 
that elaborate plans for the 
negotiations have been made by 
the nations involved; that our 
own domestic hearings have 
been under way; that from the 
standpoint of our foreign re- 
lations it is undesirable that 
these plans be abandoned or 
needlessly postponed. 


The Demand For Procedural 
Improvement 


. There is considerable sentiment 

for procedural improvements 
leading to more certain assur- 
ance that our domestic economy 
will not be imperiled by tariff 
reductions and concessions. The 
desire for procedural improve- 
ments arises from fears such as 
the following: 
a. That our proper domestic 
concern in tariffs adequate to 
safeguard our domestic econ- 
omy may be subordinated to 
extraneous and overvalued 
diplomatic objectives; 

. That our domestic interests 
which require protection 
against injurious imports or 
the threat thereof are not 
given proper hearings on 
proposed tariff cuts; 

». That the exact reductions and 
concessions contemplated are 
kept secret and it is impossi- 
ble to make specific defen- 
sive arguments against un- 
specified perils; 

. That the whole matter is sur- 
rounded with unnecessary 
secrecy; 
That responsibility for advice 
to the President against in- 
jurious tariff reductions and 
concessions is unduly diluted 
and obscured among too 
many executive agencies and 
is not sufficiently focused on 
those best able to give it; 

.That we do not get sufficient 
return benefit from the gen- 
eralized benefits resulting to 
other nations from the opera- 
tion of the unconditional 
most favored nation clauses 
in our trade agreements. 


- 


e. 


Ample Authority Under Present 
Act 


3. That under the Tariff Act of 
1930 and the amending Recip- 
rocal Trade Act, there is ample 
authority for establishment of 
procedures by the President, 
without further legislation, that 
will safeguard the domestic 
economy without hampering 
the negotiation of agreements 
to encourage the essential ex- 
pansion of our foreign trade. 





Tariff Program Saved by Senators’ Compromise 


(Continued from first page) 


4. That to the extent such execu- 
tive safeguards are provided, 
claims for legislative action are 
obviated. 


5. We believe that the following 
measures which may be put 
into effect by the President out 
of his existing powers would 
afford improved safeguards and 
would, without damage to le- 
gitimate reciprocal trade nego- 
tiations, allay many of the fears 
that have been mentioned; 


a.The United States Tariff 
Commission to review alk 
contemplated tariff reduc- 
tions and concessions in alk 
future trade agreements and 
to make direct recommenda- 
tion to the President as to the 
point beyond which reduc- 
tions and coneessions cannot 
be made without injury to 
the domestic economy; 


Inclusion of Escape Clause 


b. Inclusion of “escape clause” 
in every trade agreement 
hereafter entered into or re- 
newed whereby the, United 
States, on the initiative of the 
President, can withdraw or 
modify any tariff reduction 
or concession if in practice it 
develops that such reduction 
or concession has imperiled 
any affected domestic inter- 
est; 

.The Tariff Commission to 
keep closely and currently 
informed on the operation of 
all of our trade agréements 
and on its own motion: or on 
the request of the Président 
or of the Congress; or of any 
aggrieved party, to hold pub- 
lic hearings to determine 
whether in its opinion any 
particular escape clause 
should be invoked, and to 
recommend direet,to the 
President, withdrawal or 
modification of any rate or 


concession. which ..imperils 
any affected domestic inter- 
est. 


. Recommendations of Tariff 
Commission to President for 
withdrawal or modification 
of rates or concessions under 
operation of “escape elause,” 
together with any dissenting 
opinions of members and 
non - confidential supporting 
data to be open to public in- 
spection; 

e. Efficient procedures and poli- 
cies to assure that’ nations 
which do not make available 
to us their own tariff reduc- 
tions and concessions to other 
nations, shall not receive 
generalized benefits from us 
resulting from the inclusion 
in our own trade agreements 
of the unconditional most 
favored nation clauses except 
at our option exercised in the 
public interest. 


6. We have discussed these mat- 
ters with Under Secretary of 
State Acheson and Under Sec- 
retary of State Clayton and are 
encouraged to hope that im- 
provements by executive order 
along the lines suggested will 
be seriously considered by the 
President and the State De- 
partment. 


February 7, 1947. 


Banquet of 25 Year Club 
Of U. S. Trust Co. 


The Twenty-Five Year Club of 
the United States Trust Company 
of New York held its second an- 
nual banquet on February 6 at 
Louis Sherry’s. Williamson Pell, 
Chairman of the Trust Company 
board, addressed the banquet, 
while Benjamin Strong, President, 
sent a letter of congratulations to 
the group. Henry Schaper and 
George Merritt, two of the Club’s 
members, recently were honored 
by the Trust Division of the 





American Bankers Association for 
more than 40 years in trust work, 
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How President Truman Can 
Regain His Lost Prestige 


(Continued from first page) 


tant “first business” of working 
out a lasting peace with Germany 
and Japan, which would mean 
much more for the well-being of 
the world than participation in the 
protracted debates and procedures 
of the United Nations Organiza- 
tion. 

In the vexatious delays and 
arguments in the U. N. there are 
many good reasons to believe that 
Russia has been sparring for time 
im endeavors to tighten her 
strangle hold on Poland, Finland, 
Lithuania, Estonia, Latavia, Ru- 
mania, Bulgaria, Hungary and 
other Balkan states, which led 
Winston Churchill to observe in 
the House of Commons recently 
that “The Soviet rules one-third 
of Europe.” 

Whether justified or not, tre- 
mendous efforts have been made 
to acclaim the accomplishments of 
the United Nations Organization 
in the press throughout the world, 
but despite the U.N., war rages on 
in China Dutch Indonesia and 
French Indo-China just the same 
as if the U.N. did not exist. 

Referring to the work of the 
U. N., British Prime Minister 
Clement R. Atlee aptly described 
the situation when he stated: ‘“‘In- 
stead of its proceedings being ob- 
jective and businesslike, there is 
obstruction, there are propaganda 
attacks on flimsy pretexts and a 
variety of episodes which have 
tended to bring the Organization 
into disrepute instead of building 
up the confidence we so much 
desire. It is clear that if the 
United Nations Organization is to 
be used as a forum for debating 
ideological differences, it will 
fail. It can succeed only if it is to 
be used to secure to all nations 
the freedom to preserve their own 
ways of life while contributing to 
the common good of the world.”’ 


Sumner Welles’ Appraises 
Peace Results 

In his Christmas-day article 
published in The New York ‘“Her- 
ald Tribune,’ Sumner Welles, 
former Under Secretary of State, 
appraises the peace results of the 
“Big Three” Ministers in the fol- 
lowing language: 

“In contrast with the advance 
made in world (UN) organization, 
the agreements reached by the 
Council: of Foreign Ministers af- 
ford little ground for satisfaction. 
The key to Europe’s future, the 
treaty with Germany, is as yet 
undetermined. The fact that the 
major powers have at last agreed 
upon the treaties with the five 
lesser Axis countries has been 
widely acclaimed. Yet there would 
seem to be little reason to ap- 
plaud any agreement which is in- 
herently vicious merely because 
it is an agreement. Peace treaties 
should. contain provisions which 
make for peace. Few experienced 
observers would maintain that the 
peace treaty with Italy offers the 
Italian people either justice or 
security, or that the arrangements 
covering Italy’s eastern frontiers 
will promote European stability. 
Only the official propagandist 
would say that the Balkan treaties 
afford any promise of peace and 
freedom in the eastern Mediter- 
ranean. If these treaties afforded 
the only foundation for the recon- 
struction of Europe, there would 
be scant cause for encourage- 
ment.” 


High Sounding Promises 


What has become of the Atlantic 
Charter and the promises made 
im December, 1943 by the Big 
Three at Cairo to restore Man- 
churia and the loot stolen from 
China by Japan and later by Rus- 
sia? What about the promise that 
Korea was to become a free and 
independent State? Have the Big 
Four restored democracy in Europe 
and independence in Austria 





which they promised to work for 
after the Moscow November, 1943 
meeting? In a sentence, what do 
the high sounding promises made 
at Teheran, at Yalta and at Pots- 
dam mean today? In reality, noth- 
ing. In the meantime Russia has 
succeeded in redrawing the map 
of Eastern Europe and the Bal- 
kans to suit her expansion plans. 

Cardinal Spellman sums up the 
Russian attitude in the November 
issue of the “Cosmopolitan,” viz: 

“.. If Soviet Russia or any na- 
tion truly wants peace—a peace 
that will not shame our sons who 
lived and died to protect the free- 
doms they have bequeathed to us 
—let her not in stubborn blind- 
ness vengefully oppose the prin- 
ciples of justice for which we are 
still fighting; nor through brute 
greed demand gains which will 
prolong the wretchedness and 
agonies of men; nor through in- 
sane malice incite another war 
that will sound the deathknell of 
civilization.” 

Then he says: 

“|. Two or three times in his- 
tory there has been a peace that 
drenched the world in fear and 
held the fate of men relentless in 
its grip. And today like a chilling 
mist there hangs over the demo- 
cratic nations the menace of a 
‘Pax Sovietica’ which, if we sub- 
mit to it, will commit our children 
to serfdom in a world itself en- 
chained.” 


How President Truman Can Add 
Prestige to His Administration 

And now that Mr. Byrnes’ fail 
ing health has caused him to re- 
linauish the office of Secretary of 
State there is one course open for 
President Truman that would add 
great prestige to his Administra- 
tion and admiration for his per- 
sonal intiative and oourage. 

First:— 

What the writer has in mind is 
for President Truman to name 
the Right Honorable Winston 
Churchill, ex-President Herbert 
C. Hoover, Bernard M. Baruch, 
Summer Welles, Thomas W. La- 
mont, John Foster Dulles and 
Myron C. Taylor to strengthen our 
future representation at the Peace 
Conferences, in addition to the 
new Secretary of State George C. 
Marshall, Senators Arthur H. 
Vandenberg and Tom Connally. 

The addition of these seven 
notables would add weight to our 
delegation, which many people 
aver had been outclassed’ by 
Molotov, Vishinsky and Gromyko 
in the Peace Conferences and the 
U. N. meetings. To date, the feel- 
ing persists that Russia and her 
satellites have dominated the 
Conference and that the British 
Labor representatives have not 
taken a comparable place in the 
major considerations. 


There is no abler statesman in 
the world today or anyone more 
conversant with the Post-War 
situation than Winston Churchill. 
There is no one who could bring 


a bigger war-background of ex- | 
perience and understanding of the | 


world’s peace problems to the 
Peace Table than 


dent and persuasive advocate of 
the American viewpoint. 


is the son of an American mother, 


the former Miss Jennie Jerome of | 


Brooklyn. What a pity it is that a 


world statesman of Mr. Churchill’s | 


calibre and surpassing talents has 


been denied his rightful place in | 


the- Peace Conference by the ca- 
prices of British politics. 

The presence of our only living 
ex-President, Herbert C. Hoover, 
would command world-wide re- 
spect. Mr. Hoover is familiar from 
actual experience with the type of 


the former | 
Prime Minister of Britain. It goes | 
without saying that our country | 
would find Mr. Churchill an ar- | opponents first use them against 


Mr.| jaw the use of submarines, jet 


Churchill may be said to be a/| 


half” American anyway, since he | purposes in future wars “until and 


statecraft practiced by the ablest 
advocates of the European Chan- 
cellories. Mr. Bernard M. Baruch, 


elder statesman, and Mr. Thomas | 


W. Lamont, cosmopolite and 
banker-statesman, would bring a 
rich experience and keen acumen 
to the consideration of fair and 
just peace settlements. Mr. Sum- 
ner Welles has been close to dip- 
lomatic events in the State De- 
partment and his skill and knowl- 
edge of world diplomacy wouid 
contribute immeasurably to the 
American peace objectives. The 
services of John Foster Dulles, 
Jurist and Publicist, who has made 
a life study of international re- 


lations and peace problems, would | 


be an invaluable aid to our Peace 
personnel. In his missions abroad, 
Myron C. Taylor, the choice of 
two Presidents, acting as our spe- 
cial Ambassador to the Vatican, 
has had real experience in pro- 
moting international understand- 
ing and doubtless has the con- 
fidence of Pope Pius XII and the 
great Church of which he is the 
Supreme Pontiff. 

No better reason is needed for 
the appointment of the above 
group of statesmen than Walter 
Lippmann’s commentary (“Herald 
Tribune,” Jan. 14) describing the 
mental strain and physical handi- 
caps which Mr. Byrnes labored 
under in his dealings with Mr. 
Molotov at the recent “Big Four” 
Conferences, viz: 

“The Council has proved to be 
especially costly to the United 
States. M. Molotov could afford 
to sit there day after day arguing 
over side issues: behind him in 
Moscow there were Stalin and the 
Politburo. Even Mr. Bevin could 
afford to engage himself in the 
endless discussion. For Britai: 
through long experience has de- 


veloped cabinet government. But} 


Mr. Byrnes has no one 
him at home to back him up 
do the thinking and the planning 
which it was quite impossible for 
him to do while he was exhausting 
his energy wrestling with M. Mol- 
otov. Mr. Byrnes had to pay for 
the months he spent on Trieste 
and the Baikans. He paid with his 
own health, and he paid by neg- 
lecting Germany, Japan, the Pa- 
cific and Latin America.” 

Second:— 

President Truman, after consul- 
tation with the gentlemen named 
above, should make a world pro- 
nouncement in the Halls of Con- 
gress as to just what the peace 
settlements are to be with rela- 
tion to Germany and Japan and 
the other Axis nations. His dec- 
laration of American principles 
and purposes should be frank, ex- 
plicit and bold. Had the President 
made such a statement six months 
ago the regrettable attempt of 
former Secretary of Commerce 
Wallace to sabotage our foreign 


VeTiyri< 
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| policy might have been avoided. 


Third :— 

The President should publish all 
the verbal and written under- 
standings, agreements, promises, 
secret or otherwise, made or dis- 
cussed at Teheran, Yalta, Pots- 
dam, Cairo, Casablanca, Quebec 
and elsewhere at which ex-Presi- 
dent Franklin D. Roosevelt was a 
party. 

Fourth:— 

In his world pronouncement, 
President Truman _ should _ aiso 
make a specific declaration that 
this country will not use the 
atomic bomb, gas or germs in any 
future war, “until and unless” our 


us. The President should also out- 
planes and airplanes for bombing 


unless” our opponents first use 
them against us. It should be 
remembered that the use of poison 
gas was ‘taboo’ and not used by 
Germany in World War II because 
the Allied Countries would have 
retaliated with larger available 
quantities of deadly gases if the 
Axis countries had resorted to 
their use. Is it not reasonable to 
suppose that enemy countries 
would hesitate to use atomic 


_bombs against us in future wars 


knowing in advance that our lar- 
|ger supply of atomics would 
ultimately over-whelm them? 

Fifth:— 

The President should definitely 
make it clear that this country 
will not agree to the partitioning 
of Germany or any attempt to de- 
stroy its economy in a spirit of 
revenge. Any other treatment may 
germinate the seeds of a third 
World War after Germany stages 
its industrial comeback and after 
the Occupation Armies of Britain. 
France, Russia and the United 
States leave German soil for home 
It should not be forgotten that it 
took the combined efforts of four 
of the world’s strongest military 
Powers—Britain, France, Russia 
and the United States, six long 
years to defeat Germany in World 
War II and some twelve Powers, 
large and small, four years of war- 
fare to conquer Germany in the 
first World War. There is certain- 
ly good reason to believe that no 
one Great Power could have de- 
feated Germany single-handed. 

Sixth:— 

That if Russia or any of our 
former Allies are opposed to our 
democratic aims to establish peace 
and tranquillity in Germany and 
Japan as quickly as possible, we 
will be obliged to make a sep- 
arate peace to hasten the economic 
and political stability and recon- 
struction of Europe and Japan. 
No time should be lost if we are 
to save the war-torn nations of 
Europe from the blight of Com- 
munism. No one in the world to- 
day is more alive to this fact than 
Pope Pius XII. 


Pius XII Appeals for 
Immediate Peace 

In an eloquent radio Yule-tide 
appeal, Pius urges the 
World’s Leaders ‘“‘to see to it that 
peace comes within the new year.” 
Pope Pius also expressed 
a new war and labeled the atomic 
bomb as “the spectre of hell,’ 


Pope 


rope 


fears of | 


|; up the followins year 


|outlaw robots, submarines, indis- 
|criminate airplane bombing of 
| cities and other populated centers, 
poisonous gas and chemicals and 
also the coming use of germs in 
warfare. 

“It goes without saying that the 
future bombing of non-combatant 
men, women and children in civil- 
ian centers of population should 
not be permitted under any cir- 
cumstances. Airplanes—the ‘eyes 
of the Army and Navy’—should 
be reserved for scouting and re=- 
connaissance purposes only. 

“Tf such humane reforms as these 
are instituted and faithfully ad- 
hered to as a result of the coming 
Peace Settlements and were the 
only gains to arise from World 
War II, mankind will have ad- 
vanced nearer to the goal of a 
civilized world both in war and in 
peace. That, I think, is the least 
that humanity can hope for in a 
world sorely beset with racial, so- 
cial and political fanaticisms and 
international hatreds.” 


A Look Ahead 


As the forthcoming meeting of 
the Council of Foreign Ministers 
at Moscow draws near, we Ameri- 
cans are mindful of the possibility 
that the members of the World 
War II coalition may have a fall- 
ing-out just as they did after 
World War I, when Britain and 
France went their separate ways 
and our country returned to its 
traditional policy of isolation, cre- 
ating the deplorable conditions in 
Europe which gave the Nazis in 
Germany the opportunities to pre- 
pare for the second World War 
holocaust. William A. Shirer re- 
cently pointed out in his Sunday 
Herald-Tribune article that the 
coalition known as “the Quadruple 
Alliance which had defeated Na- 
poleon in 1814, very nearly broke 

i] ng into a war 
of Britain and France against 
Russia and Prussia.”’ 

By every rule of war and peace, 





declaring that such new instru- 
ments of destruction provide a 
new incentive for disarmament. 

The Pontiff summed up his 
Yule-tide message with these 
words: 

“Dedicate all your energies 
for good will and a cessation of 
the present state of uncertainty, 
and accelerate as much as pos- 
sible the advent of a definite 
peace see to it that peace 
comes within the new year... 

“Apply all the forces of will 
and power to give your peace 
the seal of true justice and far- 
seeing wisdom in the sincere 
service and interests of the en- 
tire human family.” 


A Historian Makes a Startling 
Statement 

There is something appalling in 
a statement published in the 
New York “Times” by Dr. Francis 
Trevelyan Miller, the Historian 
General of “‘The Historical Foun- 
dation of New York,’ who writes 
that: 

“Fifteen billion human beings 
have been killed during wars 
since the beginning of time— 
seven times more than the en- 
tire world’s population today. 

“As one authority recently 
pointed out: 

“During the last three thou- 
sand years there has been war 
in some part of the world 12 
out of every 13 years. More than 
8,000 peace treaties have been 
made with an average life of 





2\4 years.” 


Can the Great Powers 
Humanize War? 


Before the war in Europe ended 
and before the atomic bomb was 
heard of the writer offered some 
suggestions in the “Chronicle” of 
March 22, 1945 for humanizing the 
savage aspects of modern warfare 
which are repeated here: 

“Out of the welter of this hor- 
rible, senseless War, mankind can 
move a long way from the savag- 
ery of modern warfare if the Al- 
lied and Axis Powers will sol- 
-emnly pledge themselves that in 
the event of another war they will 





We naturally have the right to ex- 
pect the friendliest cooperation 
of all our Allies, including Russia, 
in working out the difficult de- 
tails for the restoration of peace 
and the fundamental freedoms. 

Yet the impression _ steadily 
gains ground that the victors of 
World War II may not reach a 
common agreement in the peace 
settlements about to be made with 
Germany because of their age- 
long rivalries, selfish ideologies 
and ulterior objectives. 

The Russian attitude has seemed 
to be perversely negative, pro- 
vocative, distrustful and over- 
bearing, manifesting a determina- 
tion to impose their will at the 
meetings of the Council of For- 
eign Ministers and in the Security 
Council and Assembly of the 
United Nations Organization. 

Reading the day-to-day news 
reports, one would hardly think 
the victorious nations—Britain, 
France, Russia and the United 
States—were striving in concert to 
perfect measures for the perpetu- 
ation of permanent peace and 
order in a war-wracked world. 

In dealing with a “power-drunk” 
totalitarian nation like Russia—the 
antithesis of our representative 
Democracy—we should not over- 
look the possibility of a future 
world conflict that may be caused 
by a clash between Capitalism and 
Free Enterprise on one hand and 
Communism and Totalitarism on 
the other hand. 


Keeping these factors in mind, 
the writer has suggested the ap- 
pointment of Churchill, Hoover, 
Baruch, Welles, Lamont, Dulles 
and Taylor, because the drawing 
up of the peace settlements for 
Germany are fraught with far- 
reaching and dangerous possibili- 
ties for the future peace of Europe 
and the world. 

By reinforcing the efforts of 
Secretary of State Marshall and 
Senators Vandenberg and Con- 
nally at the “Big Four’ meetings 
with the above named statemen, 
President Truman will be sending 





some of the best talent this coun- 
‘try can find to the Peace Table, 
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who would, the writer believes, 
prove to be more than a match for 
Stalin, Molotov, Vishinsky, Gro- 
myko and the 14 members of the 
Politburo who with Stalin are 
directing Russia’s international 
policies and running the Soviet 
Union. 


Is There Any Solution for War? 

To meet the world’s great need 
of the hour, the cure and preven- 
tion of War is to be found in the 
religion of the Man of Galilee as 
set forth in the Golden Rule be- 
tween Man and Man and likewise 
between Nation and Nation. 

The simple observance of the 
Golden Rule by each Nation, if 
such a consummation were ever 
attainable, would guarantee peace 
on earth for the years to come 
which all the Atlantic Charters, 
Kellog-Briand Pacts, Leagues of 
Nations and man-made paper 
treaties, have failed to do up to 
the present time. 

Mankind’s most fervent prayer 
and hope today may be said to 
be epitomized in the four short, 
symbolical but prophetic words 
chiseled in cold stone over the en- 
trance to the silent Tomb of a 
great Warrior on Riverside Drive 
for the whole world to read: 
“Let Us Have Peace.” Yes, Let U 
Have Peace For All Time and 
For Humanity’s Sake. 
EE 


Riso in Mfrs. Shipments 


And Inventories in Dec. 

The doll value of both 
faciturers’ shipments and 
turers’ inventorik continued 
increase during December bu 
increases were smaller than those 
of rece months, the Oftice « 
Busin« onomics 
of Commerce, said ¢ 
AGVICES «¢ 

“Manu! 
ing Dece: 
of $12.7 billion and the book vah 
of inve! te 
lion. 

“December shipments were $200 
million higher than those in N 
vember, an increase of 2%. Ona 
daily rate basis the increase was 
the same, as there were the same 
mumber of working days in both 
rmonths. Inventories at the end of 
Mecember were valued at $309 
‘million more than at the end of 
‘November, an increase about 
2%. During November shipments 
increased $1.1 billion above the 
October level, and inventories in- 
«creased $400 million. 

“The December increase in the 
dollar value of shinments was 
slightly greater for the non-dur- 
able goods industries than for 
those in the durable goods group. 
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the Department of Commerce 
said. There was, however, a 
marked variety of movement 


among the industries within each | 


group. 
“In the non-durable goods man- 
ufacturing group the major 


were renorted by the petroleum, 
«hemical and paper industries. 
Seasona! requirements of heating 
@il and the heavier use of truck- 
ing necessitated by curtailed rail 
activity were factors in the larger 


petroleum shipments. The ‘con- 
sumer’ industries, i.e., food, tex- 
tiles, apparel and leather — re- 
ported shipments at about the 


November dollar volume. 

“Among the durable goods in- 
dustries, substantial increases in 
the dollar value of deliveries of 
machinery of all types and of 
transportation equipment other 
than automobiles offset declines 
in the industries most directly af- 
fected by the coal strike. 

“The increased book value of 
stocks held by manufacturers at 
the end of December centered al- 
most entirely in the durable goods 
industries. Higher inventory val- 
ues were reported by the ma- 
chinery and transportation equip- 
meni industries.” 


in- 
creases in the value of shipments | 


New Publicity Comm. 
Of Penn. Bankers Assn. 


Edmund W. Thomas, President 
of the Pennsylvania Bankers As- 
sociation, announced on Jan. 26 
the personnel of the Association’s 
new Publicity Committee. All 
sections of State, with member 
banks from all eight groups are 
represented on the committee 
which is headed by W. W. Dela- 
mater, Assistant Treasurer of the 
Land Title Bank and Trust Co., 
Philadelphia; and W. Howard 
Martie, Assistant Vice-President, 
of the Farmers Deposit National 
Bank, Pittsburgh, as Co-Chair- 
men; F. Travis Coxe, Vice-Presi- 
dent and Secretary of the Fidel- 
ity-Philadelphia Trust Co., Phila- 
delphia; and M. A. Cancelliere, 
Assistant Cashier of the First Na- 
tional Bank of McKeesport, are 
Co-Vice-Chairmen. 

Other members of the commit- 
tee are: James G. Thompson, Jr., 
President of the First National 
Bank of Midcleburg; Wallace L. 
Robinson, Vice-President of the 
Farmers Bank & Trust Co. 
Lancaster; George F. Roop, Presi- 
dent of the Berwyn National 
Bank: Curtis D. Thomas, Execu- 
tive Vice-President of the Miners 





Savings Bank of Pittston: John D. 
Bainer, Executive Vice-President 
of the Merchants National Bank & 
Trust Co.; and Wiliiam A. Huff, 
Jr., President of the Hollidays- 
burg Trust Co. 
a 

‘ a “ 1 all : 
Denton Heads Pitisheh. 
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Frank R. Denton, Vice Chair 
man of the Mellon National Baal 
& Trust ¢ of Pittsbu! A 
elected President ot tne Piti 
burgn Clearing House Association 
| at t annual meeting on Jan. 17 
| This was noted in the Pittsburgh | 
| “Post Gazette,” which added: 
He succeeds A. E. Braun, Chair- 
| man of the Farmers Deposit Na-| 
tional 3ank, who declined to 
serve another term after having 
been President of the Clearing 
House Association for 13 years. 


C. A. McClintock, President of 
the Colon:al Trust Company, was 


re-elected Vice President of the 
Association, and W. O. Phillips 
was re-elected Secretary and 
Treasurer. 

C. R. Korb, Mellon National 
Bank & Trust Company; Laur- 
ence S. Bell, Union National 
Bank; F. F. Brooks, Peoples First 
National Bank and Trust Com- 
|pany, and William B. McFall, 


Commonwealth Trust Company, 
were elected members of the 
Clearing House Committee. The 
President of the Association is an 
ex-officio member of the commit- 


Result of Treasury 
Bill Offering 


The Secretary of the Treasury 
announced on Feb. 10 that the 
tenders for $1,300,000,000 or there- 
about of 90-day Treasury bills to 
be dated Feb. 13 and to mature 
May 15, which were offered on 
Feb. 7, were opened at the Fed- 
eral Reserve Banks on Feb. 10. 

Total applied for, $1,773,319,000. 

Total accepted, $1,310,981,000 
(includes $19,239,000 entered on 
a fixed price basis at 99.905 and 
accepted in full). 


Average price, 99.905+: equiva- 
lent rate of discount approxi- 
mately 0.376% per annum. 


Range of accepted competitive 
bids: 

High, 99.906, equivalent rate of 
discount approximately 0.372% 
per annum. 

Low. 99.905, equivalent rate of 
discount approximately 0.376% 
per annum. 

(72% of the amount bid for 
the low price was accepted.) 

There was a maturity of a sim- 
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ilar issue of bills on Feb. 13 in the 
amount of $1,313,712,000. 


of 


son Electric Institute reports that 
the output of electricity declined 
to 4,777,207,000 kwh. in the week 
ended Feb. 1, 1947, from 4,856,- 
404,000 kwh. in the preceding 
week. Output for the week ended | 
Feb. 1, 1947, was 19.9% above} 
that for the corresponding weekly 
period one year ago. 
Consolidated Edison Co. of New 


York reports system output of 
203,100,000 kwh. in the week 
ended Feb. 1, 1947, compared| 


with 198,200,000 kwh. for the cor- 
responding week of 1946, or an 
increase of 2.5%. Local distribu- 
tion of electricity amounted to) 
196,200,000 kwh. compared with| 
191,300,000 kwh. for the corre-| 
sponding week last year, an 
increase of 2.5%. 

Railroad Freight Loadings—Car | 
loadings of revenue freight for 
the week ended Feb. 1, 1947, 
totaled 835,051 cars, the Associa- 
tion of American Railroads an- 
nounced. This was an increase of 
13,087 cars (or 1.6%) above the 
}preceding week and 111,750 cars 
or 15.4% above the corresponding 
week for 1946. Compared with the 
similar period of 1945, an increase 
of 95,495 cars, or 12.9% is shown 


ol 





;} on 


Railroad Income for 1946—Class | 


I railroads of the United states in 
the year ended Dec. 31, 1946, had 
an. estimated net income after in- 
iterest and rentals of $287,000,000. 


laccording to reports filed by the 
| ° ° 

| carriers with the Association of 
American Railroads. For the yea 


11945. net income of those roads, 
jafter interest and rentals was 
|$447,384,678. Net railway operat- 
ing income, belore intere and 
iyentals, of the Class I carriers in 
1946 amounted to $613,.284,724 
icompared with $849,228,195 i: 
1945. 

| Taxes and net earnings for the 
vear 1946 are aiter taking credit 
jin the accounts for carry-back tax 
|credits. For the month of Decem- 
ber, such credits were approxi- 
|mately $71,000,000 and for the 


vear 1946 they amounted to $170,- 
000,000. Both the net railway 
operating income and the net in- 
come for December and the year 
1946 would have been correspond- 


ingly reduced had these carry- 
back credits not been made. 


The rate of return earned on net 
property investment, which rep- 
resents the value of road and 
equipment as shown by the books 
of the railways including materi- 
als, supplies, and cash, after de- 
preciation, averaged 2.74% in 1946, 
compared with a rate of return of 
3.64% in 1945. 

Total operating revenues in 1946) 
amounted to $7,627,313.394 com- 
pared with $8,898,608,723 in 1945, 
a decrease of 14.3% Operating ex- 
penses for the vear 1946 amounted 
to $6,357,550,666 compared with 
$7,053.079,988 in 1945, a decrease 
of 9.9%. 

Paper and Paperboard Produc- 
tion — Paper production in the 
United States for the week ended 
Feb. 1, was 104% of mill ca- 
pacity, against 103.7% in the pre- 
ceding week and 101.5% in the 
like 1946 week, according to the 
American Paper & Pulp Associa- 
tion. This does not include mills 
producing newsprint exclusively. | 
Paperboard output for the cur-| 
rent week was 102%, compared | 
with 101% in the preceding week | 
and 95% in the corresponding | 
week a year ago. 

Wholesale Food Price Index 
Higher — A widespread upward 
mcvement in foods during the past | 
week lifted the Dun & Bradstreet 
wholesale food price index for 
Feb. 4 to $6.29, from $6.18 a week | 
sarlier. This was the highest 
figure recorded since Dec. 24 when 
it stood at $6.32, and marked a rise 
of 1.8% for the week. At this time 
a year ago the index registered | 
$4.12. 

The list of advances for the 
week included flour, wheat, corn, 
|rye, oats, barley, lard, butter cot- | 





tonseed oil, cocoa, eggs, potatoes,| more numerous and as many com- increased to 23 


| east 


The State of Trade 
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steers and hogs. Decline occurred 
in hams, raisins, sheep, and lambs. 
The index represents the sum 
total of the price per pound of 31 
foods in general use. 

Daily Wholesale Commodity 
Price Index—Aided by a strength- 
ening in some of the leading farm 
products last week, there was a 
mild upturn in the daily wholesale 
commodity price index, compiled 
by Dun & Bradstreet, Inc., which 
rose to an index figure of 239.37 
Feb. 4, from 233.95 a week 
earlier. The current level com- 
pares with 183.40 on the corre- 
sponding date a year ago. 

Volume of trading in principal 
grain markets broadened consider- 


ably last week. Wheat prices ad- 


vanced sharply to new high 
ground for the season. The rise 
was influenced largely by the 


belief that the Government would 
re-enter the market as a buyer in 
the near future. Other factors in- 
cluded a continued broad export 
demand and fears that freezing 
temperatures in sections without 
sufficient snow covering might 
result in damage to the winter 
wheat crop. Corn prices rose 
steadily, influenced by continued 
large Government purchases for 
export and better demand by cash 
and commission houses. 

Domestic flour business was in- 
active but the price tone remained 


firm at the recent advances due to 
the tightness in cash wheat mar- 
kets. Export demand for flour was! 


quiet. Hog values remained strong 


reflecting reduced market receipts, | 
which so affected the make of 
lard. The latter commodity 
trengethened as the result of good 
domestic and foreign demand 
Butter prices rose 6% cents per 
pound in the week, attributed to 
stronger demand andé curtailed 
production due to severe storms 
in the West. Nearly white and 


brown eggs were in plentiful sup- 
ply and prices weakened. 

The trend in cotton continued 
upward and prices registered fur- 
ther substantial gains in the week. 
Spot market sales moved upward 


but continued under the corre- 
sponding period a year ago. Trade 


and mill buying was fairly active 
but offerings were relatively 
scarce and producers in the South- 
were said to be still with- 
holding considerable cotton. De- 
mand.was stimulated by the ex- 
pectation and subsequent announce- 
ment of a rise in the mid-January 
parity price, the continued strong 
statistical position of the staple, 
enlarged foreign inquiries and the 
possibility of a resumption of 
private trade in cotton with Ger- 
many and Japan. Registrations 
under the cotton export sales pro- 
gram during the week ended Jan. 


'25 totalled 35,936 bales, bringing 


total registrations under the pro- 
gram since its inception to 4,249,- 
259 bales. During the current sea- 
son registrations amounted to l1,- 
054,050 bales. Mill consumption of 
cotton remained at a high rate 
with mill operations showing con- 
tinued expansion. Forward sales 
of cotton textiles were reported 
completely booked for the second 
quarter with some sales noted into 
the third quarter of this year. 

Activity in domestic wools in 
the Boston market was dormant 
last week due mainly to the cur- 
rent high prices of such wools and 
an increase in the parity basis, 
resulting in a further increase, 
averaging 1 cent per pound, clean 
basis. With consumption of raw 
wool maintained at a high level, 
there was continued keen com- 
petition for wools in foreign pri- 
mary markets. 

Retail and Wholesale Trade — 
Total retail volume declined frac- 
tionally in the week. While dollar 
volume remained moderately 
above that of the corresponding 
week a year ago, the margin was 
smaller than in previous weeks. 
Many shoppers were increasingly 
cautious as selections became 


modities were: more easily. avail? 
able than in previous weeks. 
Retail grocery .volume fell 
slightly below the high level of 
the preceding week and stocks of 
fresh fruit and vegetables were 
ample in almost all localities. 
Scattered reports last week indi- 
cated that there were more de- 
clines in the prices of some dairy 
products and vegetables and that 
supplies of soap were increasing. 
The consumer demand for meat 
and poultry remained very high. 
Interest in women’s apparel was 
close to the moderate level of the 
preceding week. It centered large- 
ly upon Spring styles in the medi- 
um-priced group. Suits and 
blouses were frequently requested 
and millinery volume increased 
slightly. The demand for fur coats 
was spotty with numerous in- 
creases reported from cities in the 
Western States. Selections of 
men’s suits remained limited with 
demand very high, but for shirts 
and accessories it was tempered by 
consumer price resistance. 
Electrical appliances con‘inued 
to be among the best sellers in the 
durable goods line. High consumer 
selectivity was reflected in the’ 
current slight decline in the retail? 
volume of furniture, while interest 
in case goods remained high. Bed- 
ding and floor coverings were 
frequentiy sought and there was a 
noticeable increase in the demand 
| for hardware. 
Retail volume for the country in 
the week ended last Wednesday 





| Was estimated to be from 12 to 
1207 ahve , 4} » " ~ 

| 16% above that of the correspond= 
ing week a year ago. Regionat 


(estimates exceeded those of a year 
ago by the following percentages: 
| New England and Southwest 8 to 
| 12, East 15 to 19, Middl2 West and 
| Pacific Coast 10 to 14, Northwest 
118 to 22 and South 12 to 16. 

| Wholesale volume decreased 
| slightly in the week. Despite the 
{lull in wholesale trading activity, 
i volume was, sustained high 
prices and large re-order volumé. 
Total volume was well above that 
of the corresponding week a year 
ago. New order volume was 
limited by the continued attitude 
of cautiouness displayed by buy- 
ers in regard to both price and 
quality. 

Department store sales ona 
country-wide basis, as taken from 
the Federal Reserve Board’s in- 
dex for the week ended Feb. 4 
1947, increased by 10% above the 
same period of last year. This 
compares with an increase of 17% 
in the preceding week. For the 
four weeks ended Feb. 1, 1947, 
sales increased by 17% and for 
the year to date by 20%. 

Inclement weather here in New 
York the past week adversely af- 
fected retail trade, but notwith- 
standing this, it was felt that dol- 
lar volume for the week would 
reflect a gain over last year. The 
increase for department stores for 
the week ended Feb. 8 was placed 
at 5 to 10%, indicating a drop im 
unit turnover of merchandise. 

Activity in wholesale dress mar~ 
kets was brisk with the opening 
of summer lines by leading manu- 
facturers. Slow fabric deliveries 
are preventing manufacturers 
from meeting the demand for 
earlier deliveries of women’s suits. 
Some softening of cotton textile 
prices was noted by manufacturers 
in offerings from secondary sup- 
pliers. 

Food prices at wholesale dis- 
played greater strength and 
reached their highest point since 
Dec. 24. Liquor prices for the most 
part were steady. 


s DY 


In furniture lines, sales de- 
creased sharply below the pre- 


vious week due to weather and 
transportation difficulties. 
According to the Federal Re= 
serve Board’s index, department 
store sales in New York City for 
the weekly period to Feb. 1, 1947, 
increased 13% above the same 
period last year. This compared 
\with an increase of 17% in the 
preceding week. For the four 
weeks ended Feb. 1, 1947, sales 


rose 20% and for the year to date 
oO 
70° 
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Federal Reserve December Business Index 


The Board of Governors of the Federal Reserve System issued 
on Jan. 29, its monthly indexes of industrial production, factory em- 
ployment and payrolls, etc. The Board’s customary summary of busi- 
ness conditions was made public at the same time. The indexes for 
December, together with a month and a year ago, follow: 


BUSINESS INDEXES 
1939 average 100 for factory employment and payrolls; 
1923-25 average 100 for construction contracts; 
1935-39 average 100 for all other series. 
Adjusted for Seasonal Without Seasonal 
Variation Adjustment Annual 
1946—— 1945 1946- 1945 Indexes 
Industrial production— Dec Nov. Dec. Dec. Nov. Dec. 1946 1945 
Total 179 182 163 *176 182 161 *170 203 
Manufactures— 
*186 191 169 "184 167 *177 214 
209 213 185 *2C7 21: 184 *192 274 
Nondurable *168 172 156 *166 . 154 164 166 
Minerals *136 136 133 *131 3s 126 °134 137 
Construction contracts, value— 
Total 3s 108 t 25 86 t 68 
Residential t 2% 56 t 1 43 26 
Be. Cl accceccecnan=-e — 1 Tt 30 117 t 102 
Factory employment— 
Total ‘ - 1438.7 28.1 *149.6 
Durable goods 2 *172.1 
Nondurable goods *131.9 
Factory payrolls— 
Total - . 226.2 t 
Durable goods__-.----~----~--~ . — 320.8 240.0 t 366.6 
Nondurable goods : : 262.7 212.7 t 211.9 
Freight carloadings 127 x 141 119 132 135 
Department store sales, value... *: 272 219 336 352 *264 207 
Department store stocks, value * 255 158 277 136 Tt 166 


128.4 
141.2 
118.4 


*139.4 
156.6 
"125.8 


149.5 
188.5 
118.8 


288.4 


*Preliminary. *Data not yet available. 


NOTE—-Production, carloadings, and department store sales indexes based on daily 
averages. To convert durable manufactures, nondurable manufactures, and minerals 
, indexes to points in total index, shown in Federal Reserve Chart Book, multiply 
durable by .379, nondurable by .469, and minerals by .152. 


Construction contract indexes on 3-month moving averages, centered at second 
month, of F. W. Dodge data for 37 Eastern States. To convert indexes to value 
figures, shown in Federal Reserve Chart Book, multiply total by $410,269,000, resi- 
dential by $184,137,000 and all other by $226,132,000. 


Employment index, without seasonal adjusiment, and payrolls index compiled by 
Bureau of Labor Statistics. 


INDUSTRIAL PRODUCTION 
(1935-39 average == 100) 


Adjusted for Seasonal Without Seasonal 
Variation Adjustment 
——1946—- 1945 —-1946—__ 1945 
MANUFACTURES Dec. Nov. Dec. Dec. Nov. Dec. 
*158 177 164 *158 177 164 
174 164 tT 174 164 
4192 172 172 +192 172 
1162 155 144 1162 155 
3404 293 371 $404 293 
*273 271 232 
*232 235 217 
*187 187 95 
*195 187 147 
*158 155 141 
*129 139 86 
*114 131 63 
157 131 *160 157 131 *147 133 
Stone, clay and glass products °*: 202 *197 206 159 *192 163 
Plate glass 152 135 152 3 125 50 
Cement 162 t 175 108 *154 97 
Clay products 150 *155 155 128 *148 119 
Gypsum and plaster products *: 219 *223 224 186 *204 177 
Abrasive and asbestos prod. *: 245 *248 245 217 *228 269 
Textile and products *16 173 *160 173 143. *161 
Cotton consumption 164 j 141 164 125 147 
Rayon deliveries , 249 243 249 228 *240 
Wool textiles 181 181 149 
Leather products 122 111 
Tanning 114 
Cattle hide leathers______ 
Calf and kip leathers 
Goat and kid leathers 
Sheep and lamb leathers. : 
Shoes . : “ti #131 
Manufactured food products_-_- j *149 
Wheat flour ‘ 36 146 ; #132 
Meatpacking ‘ 181 *130 
Other manufactured foods_. *16 ‘ *15 “165 *158 
Processed fruits and veg... *16 } é : 149 *158 
Topecee products —............ . ‘ 172 156 
SII: — able atch ovclcnnes ‘ 131 { 131 112 
Cigarettes ____.. 9% 216 139 221 ‘ 204 
Other tobacco products_-_. - 81 64 “ 83 73 
Paper and products *153 134 *153 *145 
Paperboard } 175 143 ) 175 » gee 
Newsprint production 7 84 86 85 85 
Printing and publishing *130 112 *135 *127 
Newsprint consumption 118 92 : 129 96 114 
Petroleum and coal products__ *177 + «=49+*172 a77 . -*39 *173 
Petroleum refining eae ae aoe ate . : 
Gasoline . *148 140 *148 *140 
161 164 161 *168 
Lubricating oil 147 122 147 *142 
Kerosene 155 162 155 *169 
Coke 152 154 152 *135 
Byproduct 148 150 148 *132 
Beehive *253 274 286 x 274 ; *269 
Chemicals 2 243 230 *% 244 *236 
Rayon °27T 279 246 e¢ 279 *262 
Industrial chemicals ‘ 411 378 411 *394 y 
243 205 243 *224 215 


Annual 
Indexes 


1946 1945 
*150 183 
*145 175 
*161 200 
*139 167 
*321 434 
*240 343 
*231 487 
*159 180 
*155 204 
*133 173 
*131 109 
*122 98 


Open hearth 
Electric 


Machinery : 271 232 

Transportation equipment-_-. *23: 235 217 
$ Automobiles 187 95 

Nonferrous metals and products 187 147 
Smelting and refining 155 140 

Lumber and products 2 142 92 
Lum 


ber , 135 72 


140 137 140 

Bituminous coal 116 142 116 
Anthracite *17 123 94 123 *119 107 
Crude petroleum ‘ 150 139 150 ‘ *148 146 
Metals 118 108 ©73 105 *88 101 
Iron ore 174 *155 192 


*142 143 
*133 144 


*Preliminary or estimated. +Data not yet available. tRevised. 


§This series is currently based upon man-hour statistics for plants classified in 
the automobile and automobile parts industries and is designed to measure productive 
activity during the month in connection with assembly of passenger cars, trucks, 
trailers, and buses; production of bodies, parts and accessories, including replacement 
Parts; and output of nonautomotive products made in the plants covered. 


FREIGHT CARLOADINGS 
(1935-39 average == 100) 
Ce aad in chdnensbetbietinnenndagiticementey 132 117 133 132 117 130 
155 166 164 163 166 146 
147 153 152 144 138 
136 139 118 171 135 129 
151 106 139 148 94 143 
Ore 157 117 45 169 36 136 


Miscellaneous 148 130 139 154 123 138 142 
peercnandise, i.c.)..........._. 83 74 78 84 71 79 69 


NOTE—To convert coal and miscellaneous indexes to points in total index, shown 
in Federal Reserve Chart Book, multiply coal by .213 and miscellaneous by .548. 





Rate of Return by Class | RRs. in 1946 
On Property Investment Averaged 2.74% 


The Class I railroads of the United States, which represent a 
total of 227,620 miles, in the year ended Dec. 31, 1946, had an esti- 
mated net income after interest and rentals of $287,000,000, according 
| to reports filed by the carriers with the Bureau of Railway Econom- 
|ies of the Association of American Railroads, and made public on 





and rentals was $447,384,678. The¢ 





land 7. For the year 1945, net income of those roads, after interest 


'Association further reported as 
| follows: 

Net railway operating income, 
before interest and rentals, of the 
|Class I carriers in 1946 amounted 
\to $619,284,724, compared with 
| $849,228,195 in 1945. 
| Taxes and net earnings for the 
iyear 1946 are after taking credit 
\in the accounts for carryback tax 
|credits. For the month of Decem- 
ber, such credits were approx- 
imately $71,000,000 and for the 
year 1946 they amounted to $170,- 
| 000,000. Both the net railway 
operating income and the net in- 
| come for December and the year 
1946 would have been correspond- 
‘ingly reduced had these carryback 
credits not been made. 

The rate of return earned on net 
property investment, after depre- 
ciation, averaged 2.74% in 1946, 
compared with a rate of return of 
3.64% in 1945. 

Net property investment is the 
value of road and equipment as 
shown by the books of the rail- 
ways, including materials, sup- 
plies, and cash, and after deduct- 
ing accrued depreciation. The 
earnings reported above as net 
railway operating income repre- 
sent the amount left after the pay- 
ment of operating expenses and 
taxes, but before interest, rentals 
and other fixed charges are paid. 

Total operating revenues in 1946 
amounted to $7,627,313,394, com- 
pared with $8,898,608,723 in 1945, 
a decrease of 14.3%. Operating ex- 
penses for the year 1946 amounted 
to $6,357,550,666, compared with 
$7,053,079,988 in 1945, a decrease 
of 9.9%. 

Thirty-six Class I railroads 
failed to earn interest and rentals 
in 1946, of which 18 were in the 
Eastern District, seven in the 
Southern Region, and 11 
Western District. 


Eastern District 
Class I railroads in the Eastern 


Twelve Months Ended Dec. 31— 
Total operating revenues P 
Total operating expenses 

Operating Ration—per cent 
Taxes -. 


District in 1946 had an estimated 
net income, after interest and ren- 
tals, of $60,000,000, compared with 
$166,858,287 in 1945. 

Those same roads in 1946 had a 
net railway operating income, be- 


fore interest and rentals, of $208,- | 


601,753, compared with $340,097,- 
265 in 1945. 
Operating revenues of the Class 


I railroads in the Eastern District | 


in 1946 totaled $3,402,744,674, a de- 
crease of 9.6% 
1945, while operating expenses to- 
taled '$2,926,673,791, a decrease of 
7.6%. 


Southern Region 
Class I railroads in the Southern 


Region in 1946 had an estimated | 


net income, after interest and ren- 
tals, of $33,000,000, compared with 
$45,708,431 in 1945. 

Those same roads in 1946 had a 
net railway operating income, be- 


fore interest and rentals, of $92,- | 


623,447, compared with $118,121,- 
226 in 1945. 


Operating revenues of the Class | 


compared with)! 


/1945 and more than two-thirds 
above the prewar peak year 1941. 
The largest share of this increase 
occurred in expenditures for non- 
durable goods, which absorbed 
more than their normal peacetime 
proportion of the consumer dollar. 

Although consumer expendi- 
tures for durables, which are es- 
timated at $14 billion for the year, 
were almost double the 1945 total, 
consumers would have bought 
more if supplies had been avail- 
able. Part of the high level of 
consumer expenditures this year 
is attributable to higher prices. 
Making a rough allowance for 
price changes, consumer outlays 
in 1946 represented about 10% 
more volume than in 1945, and 
13% more than in 1941. 

3. The production of food, 
clothing and other nondurable 
| goods for civilian use reached the 
highest level on record during 
| 1946. The Federal Reserve Board 
| index of production of nondurable 
| goods averaged 163 (1935-39— 
/ 100). This compares with an in- 

dex of 166 in 1945 when military 
|needs absorbed a significant part 
of the total, and with 142 for 
| 1941. 

| 4. The production experience 
| of durable goods during 1946 was 
/more uneven than that for non- 
durables, but during the course of 
the year, most peacetime products 
exceeded the prewar level of out- 
put. The _ principal exceptions 
among consumer durables were 


I railroads in the Southern Region | automobiles, mechanical refriger- 
in 1946 


totaled $1,061,620,515, a/| ators, and sewing machines. Au- | 
decrease of 13.7% compared with| tomobile production during 1946 | 
1945, while operating expenses to-| amounted to just oVer 3 million | 


in the} 





Net railway operating income (before charges) ..__--~-- 
Net income, after charges (estimated) —-_--_~- 


taled $880,765,181, a decrease of 
7.3%. 


Western District 


_Class I railroads in the Western 

District in 1946 had an estimated 
net income, after interest and 
rentals, of $194,000,000, compared 
with $234,817,960 in 1945. 

Those same roads in 1946 had a 
net railway operating income, be- 
fore interest and rentals, of $318,- 
059,524, compared with $391,009,- 
704 in 1945. 

Operating revenues of the Class 
I railroads in the Western District 
in 1946 totaled 
decrease of 19% 


13.1%. 


CLASS I RAILROADS—UNITED STATES 


1946 1945 
$7,627,313,394 $8,898,608,723 
6,357,550,666 7,053,079,988 
83.35 79.26 
498,573.630 
619,284,724 
287,000,000 


849,228,195 
—: rs 447,384,678 





business activity, sales and profits 
were above the best pre-war 
years, the Office of Business Eco- 
nomics of the Department of 
Commerce said in a 
summary of economic develop- 
ments, made available Jan. 3. 

With the liquidation of war 
production, the trend of aggregate 
output was downward into the 
early part of the year, but ex- 
pansion characterized the situa- 
tion thereafter, said the Depart- 
ment, which added: 

“Throughout the year there was 
an enlarged flow of goods 
through normal distributive chan- 
nels, as supplies for civilians in- 
creased. Nevertheless, because re- 
conversion in some segments re- 
quires a lengthy period of ad- 
justment, the combined current 
and war-deferred demand by in- 
dividuals and business generally 
outpaced supplies. As a conse- 
quence of the extraordinary de- 
mand relative to available sup- 
plies, the level of prices was sub- 
ject to insistent pressure. This 
has resulted in a price rise which 
was retarded during the first half 
of the year by price control, but 
which has accelerated in the lat- 
ter part of the year as controls 
were lifted.” 

The outstanding developments 
in 1946 were outlined as follows 
by the Department of Commerce: 





1946 Good Year for Business 


The year 1946 was one in which¢—————- a 


year-end | 





: Commerce Dept. 


1. Income payments to individ- 


uals are estimated at $164 billion | 


compared with $161 billion in 


1945. This total includes salaries | 


and wages, dividends, interest and 


net rents, current and farm pro-| 
transfer | 


prietors incomes, and 
payments—the last item consist- 
ing of mustering out pay, veterans 
pensions, unemployment compen- 


sation, payments to dependents of | 
armed forces and direct relief | 


payments. 


All of the major segments of | 


income payments showed _in- 
creases over 1945, except salaries 


and wages. The latter total was. 
somewhat lower than in 1945 be-| 


cause of the cutbacks in military 


and Federal civilian pay rolls. In) 


private industry, payrolls were up 
7%. Wage rate increases during 


the year have brought current) 
average weekly earnings of non-| 
slightly | 


agricultural workers 
above the wartime peak. The re- 
duction in the average work week 
in manufacturing from the ab- 
normal war-time level resulted in 
some decline in weekly earnings 
for this segment. In nonmanufac- 
turing the average weekly earn- 
ings have advanced to a new high. 

2. Consumer expenditures for 
goods and_ services 
record dollar total of $127 billion 
for the year, almost 20% above 


$3,162,948,205, a | 
compared with | 
1945, while operating expenses to- | 
taled $2,550,111,694, a decrease of | 


822,311,475 | 


reached a. 


| passenger cars and trucks. This 
was well below the best peace- 
time years. Still, the rapid prog- 
ress made in the output of pass- 
enger cars during the closing 


years 1940 and 1941. 

5. Total employment including 
the armed forces was reduced 
from the war peak, but the num- 
ber employed in the civilian econ- 
omy rose shaply during the first 
half of the year and has re- 
mained near 57,000,000 during the 
second half of the year. This is 
nearly 2,500,000 above the aver- 
age for a similar period in the 
wartime peak year. The absorp- 
tion of personnel released from 
military duty into civilian life has 
|in general been accomplished 
_smoothly. However, the year was 
| marked by an unusual number of 
industrial disputes, some lasting 
for extended periods. 

6. In several areas of the econ- 
|omy, a better adjustment between 
| supply and demand factors is al- 
ready being achieved. The rising 
supply of soft goods is encounter- 
ing some consumer resistance at 
the present offering prices, even 
though shortages in some lines 
have not been remedied. But the 
backlog of demand for houses, 
automobiles, and major household 
appliances has scarcely been 
dented, nor has the current price 
them been seriously 





| Jevel for 
tested. 

7. In achieving record peace- 
time activity, business has been 
one of its own best customers. All 
| facets of business have found it 
necessary to expand and rehabili- 
tate facilities and stocks so as to 
handle the large demand. Expedi- 
tures by producers for new ma- 
chinery and plant in 1946 sur- 
passed by a wide margin both 
| 1941 and 1929, the previous peak 
years. Outlays for producer dur- 
able equipment reached nearly 
$13 billion, or almost double the 
amount spent in 1945. 

Business inventories also in- 
creased sharply—trising over $§ 
| billion from the end of 1945. This 
(is by far the largest annual in- 
| crease on record—indicating tha 
|}an unusual amount of curren 
|output during the year was usec 
for rebuilding business stocks. In 
| ventories at the year end wer: 
still unbalanced and low in rela 
tion to the volume of sales bu 
| accelerated additions during th 


| secon half were closing the gap. 





months of the year brought the | 
rate to about the average for the | 
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Meody’s Bond Prices and Bond Yield Averages 


; Moody’s computed bond prices and bond yield averages are 
given in the following table: 
MOODY’S BOND PRICES 


1947 (Based on Average Yields) 


D U.S. Avge. 

“a aily Govt. Corpo- Corporate by Earnings* Corporate by Groups* 
erages Bonds  rate* Aaa Aa A Baa R. R. P. U. Indus. 
Peb. 10__- - 122.26 117.40 122.909 120.22 117.20 110.88 113.12 118.60 120.84 
& ---~ 122.27 117.40 121.88 120.22 117.20 111.07 113.31 118.60 120.84 

‘- 122.20 117.60 122.09 120.22 117.20 111.07 113.31 118.60 120.84 

122.24 117.60 122.09 120.22 117.40 116.88 113.31 118.60 120.84 

5 122.27 117.40 121.88 120.22 117.40 110.88 113.31 118.60 120.84 
S.2e-n REST. 239.00 121.88 120.22 117.40 110.88 113.31 118.60 120.63 

2... —ae OF 117.60 121.88 120.43 117.40 110.88 113.31 118.80 120.63 

3 lsc 1938.58 -.117940 22458 120.43 117.40 110.88 113.32 118.80 120.63 
ah. 31______._ 122.08 117.40 121.88 120.22 117.40 110.88 113.31 118.80 120.63 
24.._..... 122.39 117.60 121.88 120.43 117.40 11088 113.31 118.80 120.63 
ae 122.24 117.40 121.88 120.22 117.40 110.70 113.12 118.60 120.84 
he ein 122.17 117.20 121.67 119.82 117.20 110.52 113.12 118.40 120.43 

| EA 122.14 11680 121.25 119.61 116.80 110.15 112.75 118.00 120.02 

Pe oe. 122.17 116.80 121.04 119.61 116.80 110.15 112.56 118.80 119.82 
ae 121.92 116.61 120.84 119.20 116.61 109.97 112.37 117.60 119.82 
a3...,... 121.92 116.41 120.63 119.20 116.41 109.97 112.37 117.40 119.61 

' i 121.74 116.22 120.84 119.00 116.22 109.60 111.81 117.40 119.61 

ee Te. hk 121.55 116.22 121.04 118.80 116.02 109.60 111.81 117.60 119.61 
TTS 121.80 116.41 121.04 119.00 116.02 109.79 112.00 117.60 119.82 
Se 122.05 116.61 121.46 119.20 116.41 110.15 112.37 117.80 120.02 

ERAS 122.17 116.61 121.25 119.20 116.22 11034 112.37 117.60 120.02 

“ _ SPREE 122.14 116.41 121.04 119.20 116.02 110.15 112.19 117.60 119.82 
Oct. 25....._.. 121.77 116.61 121.04 119.20 116.22 110.34 112.19 117.60 120.02 
Gaps. 37... 121.08 116.61 121.04 119.00 116.61 110.15 112.37 117.80 119.82 
Aug. 30_______ 122.92 118.40 122.71 120.43 118.00 112.37 114.85 118.80 121.25 
ya 123.77 118.60 123.13 121.04 118.40 112.56 115.63 119.20 121.46 
June 26_______ 124.11 118.80 123.34 121.25 118.40 112.56 116.02 119.20 121.46 
May 31_..__.. 123.09 118.80 122.92 121.46 118.40 112.56 116.22 119.00 121.04 
cS Sees 124.33 119.00 123.34 121.25 118.40 113.12 116.41 119.41 121.04 
Mar.29....... 125.61 119.82 123.99 122.29 119.41 114.27 117.40 120.22 122.09 
ae 126.02 120.22 123.34 121.88 119.00 114.27 116.41 120.22 122.09 
High 1947__- 122.39 117.60 122.09 120.43 117.40 111.07 113.31 118.80 120.84 
Low 1947_____ 122.08 116.80 121.04 119.61 116.80 110.15 112.56 117.80 120.02 

1 Year Ago 
Feb. 11, 1946 126.12 119.61 123.34 121.88 119.00 114.27 116.41 120.02 122.29 

2 Years Ago 
Feb. 10, 1945__ 121.59 114.27 119.82 118.40 114.03 105.69 109.97 114.08 119.20 

MOODY’S BOND YIELD AVERAGES 

; (Based on Individual Closing Prices) 

1947 U.S. Avge. 

Daily Govt. Corpo- Corporate by Earnings* Corporate by Groups* 
Averages Bonds rate* Aaa Aa A Baa R. R. P. U. Indus. 
Feb. 10 1.56 2.78 2.55 2.64 2.79 3.12 3.00 2.72 2.61 

8 1.55 2.78 2.56 2.64 2.79 3.21 2.99 2.72 2.61 
7 1.56 2.77 2.55 2.64 2.79 3.11 2.99 2.72 2.61 
6 1.56 2.77 2.55 2.64 2.78 3.12 2.99 2.72 2.61 
5- 1.56 2.78 2.56 2.64 2.78 3.12 2.99 2.72 2.61 
3 1.56 2.78 2.56 2.64 2.78 3.12 2.99 2.72 2.62 
3 1.57 Bg 2.56 2.63 2.78 3.a2 2.99 2.71 2.62 
1 1.57 2.77 2.56 2.63 2.78 3.12 2.99 2.71 2.62 

Jan. 31 1.57 2.73 2.56 2.64 2.78 1 2.99 2.71 2.62 
24 1.55 2.77 2.56 2.53 2.78 3.12 2.99 2.71 2.62 
17 1.56 2.78 2.56 2.64 2.78 a.%3 3.00 2.72 2.61 
1.57 2.79 2.57 2.66 2.79 3.14 3.00 2.73 2.63 

ait 1.57 2.81 2.59 2.67 2.81 3.16 3.02 2.75 2.65 

Dec. 27_- 1.57 2.81 2.60 2.67 2.81 3.16 3.03 2.75 2.66 
a. 1.59 2.82 2.61 2.69 2.82 3.17 3.04 2.77 2.66 
$33 212t4% 1.59 2.83 2.62 2.69 2.83 3.17 3.04 2.78 2.67 

iaiieciseees 1.60 2.84 2.61 2.70 2.84 3.19 3.07 2.78 2.67 

en 2. 1.62 2.84 2.60 2.71 2.85 3.19 3.07 2.77 2.67 
acre 1.60 2.83 2.60 2.70 2.85 3.18 3.06 2.77 2.66 

rs 1.58 2.82 2.58 2.69 2.83 3.16 3.04 2.76 2.65 
eae 1.57 2.82 2.59 2.69 2.84 3.15 3.04 2.77 2.65 
AI 1.57 2.83 2.60 2.69 2.85 3.16 3.05 2.77 2.66 

a 1.60 2.82 2.60 2.69 2.84 3.15 3.05 2.77 2.65 

 § ae 1.65 2.82 2.60 2.70 2.82 3.16 3.04 2.76 2.66 

_ 4 =a 1.55 2.73 2.52 2.63 2.4 3.04 2.91 2.71 2.59 

aa 1.49 2.73 2.50 2.60 2.73 3.03 2.87 2.69 2.58 

C—O, —ee 1.47 2.7 2.49 2.59 2.7 3.03 2.85 2.69 2.58 

OS aaa 1.48 2.71 2.51 2.58 2.73 3.03 2.84 2.70 2.60 

a 1.45 2.70 2.49 2.59 2.73 3.00 2.83 2.68 2.60 

} ewe 1.36 2.66 2.46 2.54 268 2.94 2.78 2.64 2.55 

TT  : 1.33 2.67 2.49 2.56 2.70 2.94 2.83 2.64 2.55 

High 1947 1.57 2.81 2.60 2.67 2.81 3.16 3.03 2.76 2.65 

Low 1947 1.55 2.77 2.55 2.63 2.78 3.11 2.99 2.71 2.61 

1 Year Ago 
Feb. 11, 1946 1.23 2.67 2.49 2.56 2.70 2.94 2.83 2.65 2.54 

2 Years Ago 
Feb. 10, 1945 1.72 2.94 2.66 2.73 2.95 3.41 3.17 2.95 2.69 


_ *These prices are computed from average yields on the basis of one “typical” bond 
(3%4% coupon, maturing in 25 years) and do not purport to show either the average 
level or the average movement of actual price quotations. They merely serve to 
illustrate in a more comprehensive way the relative levels and the relative movement 
of yield averages, the latter being the true picture of the bond market. 
NOTE—The list used in compiling the averages was given in the Sept. 5, 
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fssue of the “‘Chronicle’ on page 1321. 





November Portland Cement Output Up 43% 


Production of finished portland cement during November, 1946, 
as reported to the Bureau of Mines, United States Department of the 
Interior, reached 15,335,000 barrels, a figure 43% above that reported 
in November, 1945. There was utilized 78% of capacity and for the 
first time since February of this year, stocks show an increase over 
the previous month’s total. November 30, 1946, stocks of 7,830,000 
barrels, however, are 39% below that reported for the corresponding 
month of the previous year. Mill shipments totaled 14,803.000 barrels 
in November, 1946, an increase of 43% over that reported in Novem- 
ber, 1945. Clinker production reached 15,356,000 barrels in Novem- 
ber, 1946, an increase of 43% over that reported in November, 1945. 

Demand for cement in November, 1946, as indicated by mill ship- 
ments, although less than the previous month, remain relatively high 
and do not follow the usual seasonal trend. Demand was higher in 
all but two districts in the continental United States than in Novem- 
ber, 1945. Increases range from 22% in Alabama to 139% in the 
Western Pennsylvania and West Virginia area. 


PORTLAND CEMENT IN THE UNITED STATES, 


PUERTO RICO AND HAWAII 
Period Ended Nov. 30— 1945—Month—1946 


*1945—-11 Months—1946 
Finished cement: 


Production - 10,795,000 15,335,000 93,040,000 149,248,000 

Shipments 10,342,000 14,803,000 100,288,000 157,842,000 

Stocks (Nov. 30) 12,763,000 7,836,000 ~— 

Capacity used a 54% 78% 47% 68% 

Clinker: 

Production 10,761,000 15.356,000 92,341,000 149,913,000 

Stocks (Nov. 30: > 4,022,000 3,501,000 a 
*Includes figures for Hawaii frem May to November, inclusive. New plant first 


started reporting in May, 1945. 


Bankers Dollar Acceptances Outstanding on 
November 30, $208,213,000 


The volume of bankers dollar acceptances outstanding on 
Nov. 30, amounted to $208,213,000, an increase of $4,371,000 from the 
Oct. 31 total, according to the monthly acceptances survey issued 
Dec. 17, by the Federal Reserve Bank of New York. As compared 


with a year before, the Nov. 30 total represents an advance of 
$63,423,000. 

In the month to month comparison exports, domestic shipments, 
and domestic warehouse credits increased, while imports, dollar ex- 
change and those figures based on goods stored in or shipped between 
foreign countries, decreased from October to November. In the yearly 
analysis, all the items except those based on goods stored in or 
shipped between foreign countries, were higher on Nov. 30, 1946, 
than on the corresponding date a year ago. 


The Reserve Bank’s report follows: 


BANKERS DOLLAR ACCEPTANCES OUTSTANDING—UNITED STATES 
BY FEDERAL RESERVE DISTRICTS 








Federal Reserve District— Nov. 30, 1946 Oct. 31, 1946 Nov. 30, 1945 
RS oe aa ee $17,880,000 $18,200,000 $18,653,000 
2 New York__ preshelatnidineniths Mr epiadipdtiaiciblin as wegen 131,008,000 135,115,000 86,390,000 
3 Philadelphia__________ eg A 14,529,000 14,519,000 10,448,000 
4 Cleveland______-_- ink dnas abypessdppein atesen 2,074,000 2,319,000 1,686,000 
5 Richmond______~- ain ane ABE 728,000 752,000 1,540,000 
6 Atlanta Spanien dh cinta abag Sdbduns ah matinessoe 3,999,000 2,841,000 4,586,000 
iy ea es, ees Le 6,277,000 4,623,000 4,896,000 
8 EE ae er ee 1,063,000 708,000 503,000 
CE ESTER ae 0 194,000 

I tru. 0 ce azovse ase Greer sitsttenpaninien ad dltnete a UE kl 
BR he Sel aS SS EO 5,044,000 1,428,000 424,000 
aC aN 25,545,000 23,337,000 15,470,000 
I inc cciearttvectne i enisiddinn $208,213,000 $203,842,000 $144,790,000 
Increase for month____ $4,371,000 Increase for year_._.. $63,423,000 
ACCORDING TO NATURE OF CREDIT 
Nov. 30, 1946 Oct. 31, 1946 Nov. 30, 1945 
I eh aah erietninanapanduinti mit cikdeune $152,337,000 $154, 203,000 $100, 182,000 
EE eee a es 22,614,000 18,195,000 14,792,000 
measestic chipments.._............... 1,858,000 10,216,000 9,851,000 
Domestic warehouse credits_______-_-~ 15,334,000 12,292,000 13,342,000 
Dollar exchange_________ i tein tceaeek 720,000 724,000 127,000 
Based on goods stored in or shipped 
between foreign countries________- 6,350,000 8,212,000 6,496,000 


This increase may be considered seasonal as since 1925 there have been 18 in- 
creases as against 4 decreases in the month of November. Exports of cotton, flour, 
machinery, radio equipment, general merchandise and the storage of cotton accounted 
for a large part of the increase in the respective classifications. 


BILLS HELD BY ACCEPTING BANKS 
Own bills___. $73,182,000 Bills cf others... $81,520,000 
Increase for month, $855,000 


Total_.__._ $154,702,000 


CURRENT MARKET RATES ON PRIME BANKERS ACCEPTANCES, DEC. 17, 1946 


Air Safety Funds Cut 


Civil Aeronautics Administra- 
tor T. P. Wright disclosed to the 
House Commerce Committee on 
Jan. 23, according to Associated 
Press Washington advices, that 
the Budget Bureau had reduced 
the allotment for government 
spending for civilian aviation safe- 
ty, navigation and development in 
1948 to $92,271,100 — $21,619,000 
less than the $113,890,000 which 
the CAA had requested. Mr. 
Wright, it is reported, also had 
figures to show that the Budget 
Bureau had consistently reduced 
since 1940 the originally requested 


appropriations. 
Members of the Commerce 
Committee, which has been 


searching for the causes and cures 
of airplane disasters, are con- 
cerned with the question of 
whether insufficient funds for de- 
velopment of safety devices and 
navigation aids may have been a 
contributing factor in some plane 
accidents. Mr. Wright cautioned 
them against Congressional cuts 
in appropriations for the Civil 
Aeronautics Administration, as- 
serting that experience had dem- 
onstrated the requirements as 
originally outlined proved “to be 
very real.” From the Associated 
Press we quote: 

“In @ prepared statement, Mr. 
Wright told the Committee that 
the government’s part in prevent- 
ing accidents includes drafting and 
enforcing regulations, whereas the 
air lines ‘have the all-important 
task of actually doing the flying 
job.’ 

“The more responsibility the air 
lines can take,” he said, “‘the less 
will be the load upon government 
agencies. I believe that the tend- 
ency toward emphasis of responsi- 
bility should be in this direction.” 


Early Recall of Troops 





Days Dealers’ Buying Rates Dealers’ Selling Rates 
| ee a ee Ve 3 
60 ‘ _ Ve ig 
EE ees Ve 13 
ee 18 Ve 
ae 1% 18 
ae 1% 13 


The following table, computed by us, furnishes a record of the 
volume of bankers’ acceptances outstanding at the close of each 
month since November, 1944: 





1944— $ | 1945— $ 1946— $ 
Nov. 30..... ~ 115,336,000 July 31_---.__. 116,717,000 Mar. 30____-__. 162,790,000 
Dec. 30_--.-.. 128,944,000 Aug. 31 128,035,000 Apr. 30__..--. 168,879,000 

Sep. 29_-- ~ 134,533,000 May 31-.----. 177,273,000 

1945— Ost. 31... 134,592.000 Jun, 29....... 191,719,000 
Sb Bheosanca 129,743,000 Nov. 30 .. 144,790,000 July 31----__. 205,381,000 
ee a 126,269,000 | Dec. 31 . 154,349,000 Aug. 31__..__. 206,848,000 
Mar. 31.---_.. 127,512,000 | Sept. 30__.__--. 199,827,000 
Apr. 30 _.-. 116,825,000 | 1946— Oct. 31._.--.. 203,842,000 
May 31_______ 104,356,000 | Jan. 31_--_--- 166,352,000 Nov. 30_..---- 208,213,000 
oo 106,893,000 ' Feb. 28__.---~ 166,852,000 





Cotton Ginned from 1946 Crop Prior to Nov. | 


The Census report issued on Nov. 8, compiled from the indi- 
vidual returns of the ginners, shows as follows the number of bales 
of cotton ginned from the growth of 1946 prior to Nov. 1, 1946, and 
comparative statistics to the corresponding date in 1945 and 1944. 


RUNNING BALES 
(Counting round as half bales and excluding linters) 





State— 1946 1945 1944 
A *5,724,926 5,151,873 8,282,768 
Se ee iia apapainech ceainimneaeaninaiiaean 587,993 729,095 862,632 
Se ee ee a en 52,134 34,011 34,105 
eS : ah ; sien ividnipeiabatdlegag 748,885 416,753 980,801 
California__- ceil ™ ‘ nilinnideainiininii 191,191 72,011 59,422 
ES” See a ee eee ane oe ae ee ee en Ae 3,696 5,976 9,800 
TTS |S Sane ee ae 425,107 468,191 653,708 
Ilinois__-_-~-- ee : 306 ; ae Yoo4 

ntucky__- 2,765 587 ; 
yeaa Ee 2 oe re ne es 228,708 301,842 513,775 
CE SE eae ee 828,015 981,418 1,419,239 
a a enti asongueninpasainiivenian ence cnteaaelininaladmeiaiiel 152,617 43,581 296,418 
New Mexico___------ a a 92,010 43,984 38,168 
North Carolina__-----~ ccistimmitintndiiindinea 234,589 207,805 461,102 
ae coe eee. Sener 142,463 108,503 324,938 
| ILE PRD TE Re 537,857 415,732 632,735 
TN i aes dparaben th anenenenepesengranniiie 243,183 172,223 392,813 
| A a Sa ore eee ene 1,247,817 1,143,728 1,576,371 
Virginia___ : se iain 5,590 5,360 15,471 


*Includes 171,641 bales of the crop of 1946 ginned prior to Aug. 1 which was 
counted in the supply for the season of 1945-46, compared with 132,737 and 48,182 
bales of the crops of 1945 and 1944. 


These statistics in this report include 1,200 bales of American- 
Egyptian for 1946, 1,212 for 1945, and 2,336 for 1944; also included are 
no bales of Sea-island for 1946, 4 for 1945, and 1 for 1944. The gin- 
ning of round bales has been discontinued since 1941. 

The statistics for 1946 in this report are subject to revision when 
checked against the individual returns of the ginners being trans- 





mitted by mail. The revised total of cotton ginned this season 
prior to Oct. 18 is 4,318,800 bales. 


From Abroad Not Likely 


Any idea occupation troops 

might have had about getting 
home early because of President 
Truman’s proclamation of the end 
of hostilities was dashed on Jan, 1 
by the War Department, said an 
Associated Press Washington dis- 
patch on that date appearing in 
the New York “Times,” which 
further reported: 
An announcement by Secretary 
of War Robert P. Patterson said 
that “troops serving overseas will 
not be affected for the present by 
the restoration of the statutory 
provision of the two-year maxi- 
mum for duty in certain foreign 
stations.” 

The statute was one of a num- 
ber which again became operative 
with the Presidential proclama- 
tion. It stipulates a two-year limit 
on foreign service of troops in the 
Philippines, the Asiatic station, 
China, Hawaii, Puerto Rico and 
the Panama Canal] Zone. 

It contains, however, an excep- 
tion which provides longer service 
in the discretion of the Secretary 
of War when necessary for “tem- 
porary emergencies.” 

Mr. Patterson said these “tem- 
porary emergencies do exist in the 
areas listed and therefore the stat- 
utes will have no effect at this 
time” for those troops and he then 
added: 

“Troops staticned in areas not 
listed in the act, such as Germany, 
Austria, Italy, Japan, Korea, and 
Alaska, were not affected by the 
President’s proclamation inasmuch 
as they had never been within the 
scope of the act.” 


Moody’s Daily 
Commodity Index 





Tuattay. Tel, 4. 2... ae 
Wesdnesday Peb. $....i.~-.--s5<0- 387.3 
Thursday, Feb. 6__------ me sisi snide | 
Pridey, Peb: Vili... u.cccus. kil 
Saturday, Feb. 8.......-.---<s8%6 390.1 
Monday, Feb. 10 ewe wianinubge 
Two weeks ago, Jan. 28_.---.----- 37812 
Month ago, Jan. 11..-..-.-..--.-- 374.1 
Year ago, Feb. 11-.-.......-----+ 267.3 
1946 High, Dec. 24 sia, isa nthe eieaoiagaat 
Low, Jan. 2 «,sabieytaiasbian didehidaibieccgs sna 

L 1007 High, Feb. 7 52 alka 390.8 
Low, Jan. 20....-.400+..005ee 371.5 
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Weekly Coal and Coke Production Statistics 


The total production of soft coal in the week ended Feb. 1, 1947, 
as estimated by the United States Bureau of Mines, was 13,775,000 
net tons, the highest figure recorded since 1926. It compares with 
13,200,000 tons produced in the preceding week and 12,630,000 tons 
in the corresponding week of 1946. The total production for the cur- 
rent calendar year to Feb. 1 was estimated at 60,795,000 net tons, a 
gain of 4.5% over the 58,199,000 tons produced from Jan. 1 to Feb. 
2, 1946. 

Production of Pennsylvania anthracite for the week ended Feb. 
1, 1947, as estimated by the Bureau of Mines, was 1,240,000 tons, an 
increase of 42,000 tons, or 3.5%, over the preceding week. When 
compared with the output in the corresponding week of 1946 there 
was a decrease of 7,000 tons, or 0.6%. From Jan. 1 to Feb. 1, 1947, 
there were produced 5,323,000 tons of anthracite, as against 5,400,000 
tons in the period from Jan. 1 to Feb. 2, 1946. 

The Bureau also reported that the estimated production of bee- 
hive coke in the United States for the week ended Feb. 1, 1947, 
showed an increase of 6,800 tons when compared with the output 
for the week ended Jan. 25, 1947; and was 39,600 tons more than for 
the corresponding week of 1946. 

ESTIMATED UNITED STATES PRODUCTION OF BITUMINOUS COAL AND LIGNITE 


(In Net Tons) 
—Week Ended-——— - ——Jan. 1 to Date 
Feb. 1, *Jan 25 Feb. 2 tFeb. 1, Feb. 2, 
Bituminous coal & lignite— 1947 1947 1946 1947 1946 


Total, including mine fuel 


13,775,000 13,200,000 12,630,000 60,795,000 58,199,000 
Daily average 


2,296,000 2,200,000 2,105,000 2,243,000 2,071,000 
“Revised. *Subject to current adjustment. 

ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND COKE 

(In Net Tons) 





—————Week Ended— —— ———Calendar Year to Date——— 
{Feb.1, Jan. 25, Feb. 2, Feb. 1, Feb. 2, Feb. 6, 
Penn. Anthracite 1947 1947 1946 1947 1946 1937 
*Total incl. coll. fuel 1,240,000 1,198,000 1,247,000 5,323,000 5,400,000 5,329,000 
TCommercial produc. 1,192,000 1,152,000 1,199,000 5,118,000 5,192,000 5,063,000 
Beehive Coke 
fUnited States total 124,600 117,800 85,000 546,300 411,000 339,100 


*Includes washery and dredge coal and coal shipped by truck from authorized 
eperations. tExcludes colliery fuels. iSubject to revision. §Revised. {Estimated from 
weekly carloadings reported by 10 railroads. 


ESTIMATED WEEKLY PRODUCTION OF BITUMINOUS COAL AND LIGNITE, 
BY STATES, IN NET TONS 
(The current weekly estimates are based on railroad carloadings and river ship- 
ments and are subject to revision on receipt of monthly tonnage reports from district 
aod State sources or of final annual return from the operators.) 














— Week Ended 

Jan. 25, Jan. 18, Jan. 26, 

State— 1947 1947 1946 
I ai cities enerahtclaminnitemenmsinarteabanst 383,000 385,000 327,000 
EEE OTE eed 20 Te eee Om 7,000 7,000 6,000 
EN Eee CE eae meee 52,000 46,000 43,000 
LE i a ES 190,000 194,000 137,000 
Georgia and North Carolina____-~ 1,000 1,000 1,000 
ETE iKiyaneisildhetindadideia ge icbetpeiniemeganan 1,535,000 1,560,000 1,563,000 
EE EE ae T a  E 607,000 626,000 556,000 
BT Sith ncintoekenasesiodimue 38,000 42,000 45,000 
Kansaé-and Missouri_._...._._.__ 126,000 134,000 135,000 
Kentucky—Eastern______._.____. 1,235,000 1,177,000 1,144,000 
Bemsucky—Western _.....-.__ eile 453,000 442,000 464,000 
SD, RM Fos 3 Sb tise asain 48,000 46,000 55,000 
I silicates nine tnsnertienctsnenmmcgniedine 2,000 2,000 P 3,000 
Bidtitana (bituminous and lignite) 94,000 104,000 94,000 
CS ES Ee, ae 35,000 ‘ 34,000 30,000 
North and South Dakota (lignite) 75,000 70,000 73,000 
8 laa RR ae Pa 729,000 804,000 787,000 
Cxslahoma______ SL ORL GREE 78;000 82,000 72,000 
Pennsylvania (bituminous). ______ 3,073,000 3,096,000 2,726,000 
SES A SE ea 163,000 150,000 156,000 
Texas (bituminous and lignite)___ 2,000 2,000 2,00¢ 
NONE EG URS gaa ran 190,000 182,000 159,000 
SE aaa eae te 415,000 422,000 395,000 
_  ~ PeRSeca aaa 28,000 26,000 25,000 
tr West Virginia—Southern________. 2,553,000 2,552,000 2,314,000 
tWest Virginia -Northern________. 867,000 910,000 963,000 
Nie ESS ea 220,000 173,000 250,000 

§Other Western States___________- 1,000 1,000 ° 
Total bituminous and lignite___ 13,200,000 13,270,000 12,525,000 


tIncludes operations on the N. & W.; C. & O.; Virginian; K. & M.: B. C. & G.: and 
on the B. & O. in Kanawha, Mason and Clay Counties. tRest of State, including the 
Panhandle District and Grant, Mineral and Tucker counties. §Includes Arizona and 
Ovegon. *Less than 1,000 tons. 


Average Wholesale Prices Unchanged in Week 
Ended Feb. 1, Labor Department Reports* 


“Lower prices for foods offset price advances in most other com- 
modity groups during the week ended Feb. 1, 1947 with the general 
level of primary market prices unchanged,” according to the Bureau 
of Labor Statistics, U.S. Department of Labor, which on Feb. 6 stated 
that the Bureau’s index of commodity prices in primary markets stood 
2t'140.3% of the 1926 average, 0.9% above a month earlier and 31.4% 
above carly Feb. 1946. The Bureau’s advices continued: 





“Farm Products and Foods—Average market prices of farm prod- 
ucts advanced 0.4% during the week but were still 0.8% below a 
inonth earlier. Market prices for calves, hogs, sheep and live poultry 
rose with light shipments but declining prices for dressed beef caused 
lower quotations on cattle. Grains averaged fractionally lower in a 
mixed market. Large supplies were responsible for declines in egg 
prices and citrus fruits. On the average, farm products were 27.1% 
above the corresponding week of last year. 

“The group index for foods declined 1.2% during the week with 
lower prices in all commodity groups. Additional price declines were 
reported for butter, cheese and powdered milk. Wheat flour was 
down except in those markets where the government was buying for 
export. Generally ample supplies were responsible for declines in 
prices of most types of meats. Sales of army surplus supplies lowered 
prices for coffee and quotations for olive oil were down. Small in- 
creases occurred for lard, black pepper and salt. On the average food 


prices were 1.5% below the first week in January, 1947 and 44.4% 
above a year ago. 


“Other Commodities—Average prices for all commodities other 
than farm products and foods rose 0.4% during the week to a point 
26.4% above early February, 1946. Most commodity groups showed 
increases during the week, led by building materials, up 1.9%. Pig- 
ments stil] in short supply were higher and there were increases for 


some other paint materials. Advances for radiators and bathtubs were 





were increases for window glass. 
advanced about 10% during the week, retroactive to Jan. 1. There also 
were small increases for copper, Babbitt metal and solder. Short sup- 
plies and rising costs were responsible for sharp increases in vegetable 
tanning extracts, and acetic acid quotations advanced. Boxboard prices 


|continued up with short supplies. Cattle hides and skins recovered 


somewhat during the week as supply became more nearly balanced 
with demands. Higher raw material costs were reflected in price 
advances for rayon underwear, woolen yarns and woolen blankets. 
CHANGES IN WHOLESALE PRICES BY COMMODITY GROUPS 
FOR WEEK ENDED FEB. 1, 1947 
(1926==100) 
Percentages changes to 
Feb. 1,1947 from 


Commodity Groups— 2-1 1-25 1-18 1-4 2-2 1-25 1-4 2-2 
1947 1947 1947 1947 1946 1947 1947 1946 
Se ic cinaticindinaiarcbarenes 140.3 1403 1408 139.1 106.8 0 0.9 +31.4 





ae eae Seen 164.8 164.2 166.0 166.1 129.7 0.4 0.8 + 27.1 
EEO Set ae 8 £9 154.1 155.9 157.8 156.4 106.7 1.2 15 +444 
Hides and leather products__-___- 171.0 170.7 171.7 171.3 119.8 + 0.2 0.2 +42.7 
fs a ee 135.8 135.7 135.7 133.5 101.1 0.1 1.7 +343 
Fuel and lighting materials______ 98.5 98.5 98.3 97.0 85.4 0 1.5 +15.3 
Metals and metal products___-__-. 138.3 137.7 136.7 134.2 105.8 0.4 3.1 +30.7 
Building materiais.__..._._..........-. 168.6 165.5 1645 156.1 119.9 1.9 8.0 +40.6 
Chemicals and allied products__._. 127.6 127.4 127.1 1266 96.0 0.3 0.9 +33.1 
Housefurnishings goods_______-__ 122.8 122.5 122.4 1209 106.3 0.2 1.6 15.0 
Miscellaneous commodities____.— 109.9 110.0 109.5 107.8 £5.0 — 0.1 1.9 15.7 

Special Groups— 
EE 152.6 152.1 153.3 153.1 118.9 0.3 0.3 28.3 
Semi-manufactured articles__._-_ 139.5 138.6 137.8 135.1 27.5 + 0.6 3.3 43.0 
Manufactured products__._.__._._. 135.6 136.0 136.4 134.1 102.9 — 0.3 1.1 +31.8 

All commodities other than 
PAC SECGNEE.nnenncccanewcen 1368 138.1 31933 2333: 166.7 — OA 1.4 +32.7 

All commodities other than 
Parm products and foods________ 127.5 127.0 126.6 124.1 1009 + 0.4 2:7 26.4 

PERCENTAGE CHANGES IN SUBGROUP INDEXES FROM 
JAN. 25, 1947 TO FEB. 1, 1947 
Increases 
Lumber . , 3.0 Cement : ; 0.4 
Paint and Paint Materials 1.7 Plumbing and Heating 0.3 
Other Building Materials 1.3 Cotton Goods__ 0.2 
Iron and Steel 1.0 Hides and Skins 0.2 
Leather ; 1.0 Woolen and Worsted Goods 0.2 
Livestock and Poultry 1.0 Bituminous Coal 0.1 
Nonferrous Metals 0.8 Hosiery and Underwear 0.1 
Chemicals 0.5 Other Farm Products 0.1 
Furnishings _.. 0.5 Paper and Pulp 0.1 
Decreases 

Meats . 2.7 Motor Vehicles 0.3 
Cattle Feed _... 2.3 Other Textile Products 0.3 
Fruits and Vegetables 0.8 Shoes 0.2 
Other Foods ‘ _. 0.5 Cereal Products . = Gi 
Dairy Products titutaase Cs {oe 0.1 


*Based on the BLS weekly index of prices of about 900 commodities which 
measures changes in the general level of primary market prices. This index should 
be distinguished from the daily index of 28 commodities. For the most part, 
prices are those charged by manufacturers or producers or are those prevailing 
on commodity exchanges. The weekly index is calculated from one-day-a-week prices. 
It is designed as an indicator of week-to-week changes and should not be compzred 
directly with the monthly index. 





National Fertilizer Association Commodity 
Price Index Continues to Rise 


The weekly wholesale commodity price index compiled by The 
National Fertilizer Association and made public on Feb. 10, rose to 
191.8 for the week ended Feb. 8, 1947, from the level of 189.4 in the 
preceding week. This is the second consecutive week in 1947 that 
the index has risen and it is now higher than at any time since 
Nov. 30, 1946, when it stood at 192.0. A month ago the index stood 
at 191.3 and a year ago at 142.0, all based on the 1935-1939 average 
as 100. The Association’s report added: 


During the past week seven of the composite groups advanced 
while one declined. The foods group advanced 1.3% from the level 
of the previous week because of higher prices for cocoa, lard, cocoa- 
nut oil, and veal, lamb and pork. The increase in the farm products 
group of 3.2% from the level of a week ago was greater than for any 
other composite group; higher prices for cotton, grains, eggs, live- 
stock, poultry, and hay were responsible for the rise. Higher prices 
for cottonseed meal and book paper caused the index for the mis- 
cellaneous commodities group to rise although lower prices were 
quoted for linseed meal, bran, and middlings. The index for the 
textiles group advanced slightly. An increase in the price of steel 
scrap was wholly responsible for the rise in the index of the metals 
group. Higher prices for lead, white, in oil caused the index for the 
building materials group to advance slightly from the level of the 
previous week. The index for chemicals and drugs advanced because 
of price increases for sodium phosphate and creosote oil. A decrease 
in the price of bunker oil caused the fuels index to fall slightly. 

During the week 26 price series in the index advanced and four 
declined; in the preceding week 24 advanced and 17 declined; in 
the second preceding week 15 advanced and 20 declined. 


WEEKLY WHOLESALE COMMODITY PRICE INDEX 


Compiled by The National Fertilizer Association 
1935-1939—100* 











%o Latest Preceding Month Year 
Each Group Week Week Ago Ago 
Bears to the Group Feb. 8, F2b.1, Jan. 11, Feb 9, 
Total Index 1947 1947 1947 1946 

25.3 | ER SR Pe emen, k a) Ee 213.8 211.1 216.2 140.9 

RE eee ae 280.7 278.6 270.4 146.6 

oo eee ee 387.5 387.5 341.9 163.1 

23.0 |” IS RT 2 she et 236.8 229.4 229.2 169.1 
eT RIE ey ap PS 369.5 300.8 316.3 241.7 

| ERE SR et PROS Ser ea 205.9 200.7 199.9 169.7 

ER Ms oe 238.8 230.4 226.7 157.5 

17.3 a, De eee ee 157.5 157.6 157.6 129.3 
10.8 Miscellaneous Commodities_._______. 154.1 153.6 154.3 133.9 
8.2 a 214.6 213.3 216.6 160.4 
Sok es 142.4 142.3 142.2 110.2 
6.1 Buiiding Materials____._._._________. 213.2 213.0 215.6 160.4 
1.3 Chemicals and Drugs_____________. 155.0 154.7 153.3 127.0 
3 Fertilizer Materials__._......______. 125.5 125.5 125.7 118.2 
3 a ese yo = 131.9 131.9 129.6 119.8 
3 Parma Beene... 124.3 124.3r 120.8 105.2 
130.0 All groups combined_____________-_. 191.8 89.4 191.1 142.0 


*Indexes on 1926-28 base were: Feb. 8, 1947, 149.4; Feb. 1, 1947, 147.5; and 


caused by a reduction of cash discounts. Higher metal costs raisec | New Facul Members 
prices for cast iron pipe. Millwork prices continued to rise and there | 


Quotations for iron ore were} 


Of Graduate School 


Twelve new members have 
been added to the faculty of The 
Graduate School of Banking to 
lecture at the school’s 1947 resident 
session at Rutgers University, New 
Brunswick, N. J., June 16-28, it is 
announced by Dr. Harold Sitonier, 
director of the G.S.B. The twelve 
men are: A. James Casner, Profes~ 
sor of Law at Harvard University 
and member of the Boston law 
firm of Ropes, Gray, Best, Cool< 
idge, and Rugg; Robert Coltman, 
Assistant Vice-President in charge 
of the Investment Department, 
Provident Trust Co., Philadelphia, 
Pa.; Carlisle R. Davis, Vice-Presi- 
dent, Secretary, and Cashier; 
State-Planters Bank and Trust 
Co., Richmond, Va.; J. R. Dunkes< 
ley, Deputy Manager of the Amer- 
ican Bankers Association and Sec- 
retary of its Savings Divisiena: 
Robert F. Marchant, Treasurer of 
The Bank for Savings in the City 
of New York; Joseph E. Morris, 
Vice-President in charge of the 
Investment Department, City 
Bank Farmers Trust Co., New 
York; George O. Nodyne, Assis=- 
tant Vice-President and Director 
of Personnel, East River Savings 
Bank, New York; Richard Rapport, 
Banking Commissioner of the 
State of Connecticut and First 
Vice-President, National Associa- 
tion of Supervisors of State Banks; 
William F. Schroer, Vice-Presi- 
dent, Mississippi Valley Trust 
Company, St. Louis, Mo.; Howard 
B. Smith, director of Research im 
Real Estate and Mortgage Finance, 
American Bankers’ Association; 
Donald B. Woodward, Second 
Vice-President, The Mutual Life 
Insurance Co. of New York; and 
Paul I. Wren, Vice-President, Old 
Colony Trust Co., Boston, Mass. 

The resident session at Rutgers 
next June will mark the beginning 
of the twelfth year of The Gra- 
duate School of Banking. The new 
freshmen class added to the two 
returning classes will make the 
largest enrollment that the schoob 
has had in its existence. The 
student body together with the 
faculty will bring to the Rutgers 
campus next June somewhere in 
the neighborhood of 1,000 men. 





Senate Group Pledges 
Marshall Cooperation 


The Senate Foreign Relations 
Committee, of which Senator 
Arthur Vandenberg (R.-Mich.) is 
Chairman, while stressing its de- 
sire to cooperate fully with the 
new Secretary of State, George C. 
Marshall, invited Gen. Marshall to 
appear before the committee, at 
his convenience, and give it a 
comprehensive outline of his 
views on American foreign policy. 
However, an Associated Press 
Washington dispatch of Jan. 22, 
stated, some committee members 
said that it would be all right if 
he did not find it convenient to 
testify until after the Big Four 
Foreign Ministers’ meeting at 
Moscow. The Associated Press 
further said: 

“While Washington officials and 
diplomats generally appeared as 
interested as members of the For- 
eign Relations Commitee to learn 
Secretary Marshall’s views on @ 
wide range of problems, Gen. 
Marshall himself made it clear 
that he intends to say nothing 
until he has ‘studied thoroughly 
the nature of his new task. He 
did indicate in general, however, 
that he regards the policies of 
former Secretary Byrnes as those 
of the government and not of an 
individual and that he will con- 
tinue them. 

“There is nothing I can say at 
this time regarding matters that 
pertain to my position in the State 
Department,” Secretary Marshalt 
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told reporters and photographers. 
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Daily Average Grude Oil Production for Week 
Ended Feb. 1, Decreased 21,400 Barrels 


The American Petroleum Institute estimates that the daily aver- 
age gross crude oil production for the week ended Feb. 1, 1947, was 
4,650,150 barrels, a decrease of 21,400 barrels per day from the pre- 
ceding week. It was, however, a gain of 40,950 barrels per day over 
the ‘corresponding week in 1946 and 10,150 barrels in excess of the 
daily average figure of 4,640,000 barrels estimated by the United | 
States Bureau of Mines as the requirement for the month of January, 
1947. Daily output for the four weeks ended Feb. 1, 1947, averaged | 
4,619,150 barrels. The Institute’s statement further adds: 

Reports received from refining companies indicate that the in-| 
dustry as a whole ran to stills on a Bureau of Mines basis approxi- | 
mately 4,783,000 barrels of crude oil daily and produced 14,610,000 
barrels of gasoline; 2,071,000 barrels of kerosine; 5,660,000 barrels of 
distillate fuel, and 8,516,000 barrels of residual fuel oil during the | 
week ended Feb. 1, 1947; and had in storage at the end of that week 
100,579,000 barrels of finished and unfinished gasoline; 13,538,000 | 
barrels of kerosine; 48,131,000 barrels of distillate fuel, and 47,947,000 
barrels of residual fuel oil. 


DAILY AVERAGE CRUDE OIL PRODUCTION 


State 
Allow- 
ables 
Begin. 
Jan. 1 


(FIGURES IN BARRELS) | 


Actual Production 
Week Change 
Ended from 
Feb. 1, Previous 
1947 Week 
52,100 4,650 
250 
7,750 
6,050 
2,650 
17,600 
195,650 
27,700 
43,700 
+700 
270,000 +284,700 
362,400 *+365,150 


*B. of M. 
Calculated 
Requirements 

January 
48,200 


8,400 
7,600 


4 Weeks 
Ended 
Feb. 1, 

1947 
49,700 
250 
,650 
300 5,750 
300 2,400 
450 7,550 
3.050 196,100 
50 28,200 
1,700 43,500 
650 
254,250 
362,300 


Week 
Ended 
Feb. 2, 
1946 
48,600 | 

100 | 
,250 | 
,350 | 
3,300 | 
5,150 | 
,700 
9,500 
,350 
750 
239,600 
387,400 


**New York-Penna._ 
Plorida_ 

**West Virginia —~-- 
#*QOhio—Southeast __) 
Dhio—Other 

indiana 

Tllinois 

entucky 

Michigan 

Webraska 

Kansas 

Oklahoma 


Texas— 
District I 
District II 
District Ill 
District IV 
District V 
Hast Texas 
Other Dist. 
District 
District 
District 
District 
District 


100 


19,000 
209,000 
28,000 
46,000 
800 
260,000 
375,000 


600 
500 


19,100 
133,100 
412,150 
206,500 

33,700 
301,000 
99,450 
34,000 
27,600 
464,700 
118,250 
82,050 


19,100 
133,100 
412,150 
206,500 

33,700 
301,000 
99,450 
34,000 
27,600 
464,700 
118,250 
82,050 





Total Texas 2,030,000 41,922,422 1,931,600 600 2,036,850 





Worth Louisiana 
Coastal Louisiana —__ 


94, 
313, 


050 
650 


,650 


¢ 79,800 
3,650 


288,850 





Total Louisiana __._ 382,000 446,426 407,700 300 368,650 | 





76,000 
62,000 

2,000 
98,000 


Arkansas 

Mississippi 

Alabama 

Wew Mexico—So. East) 
Wew Mexico—Other_ {jf 


81,909 73, 


86, 


200 
500 
850 
000 
450 
104,750 

20,700 

35,000 
882,400 


650,150 


600 
100 
30 


72,650 
400 
700 

3,000 
450 
106,200 

21,200 

800 


36 
883,550 
150 


77,050 
56,750 
650 | 
,000 
400 
750 
,050 
2,500 
,500 | 


109,000 103 

50 
,390 
300 
2,200 
7,800 


93,000 
24,000 
33,000 
838,000 


4,640,000 


1 


Colorado __-_- 
@alifornia __- 


Total United States_ 


§842,000 





4 21,400 4,619, 4,609,200 | 


) 





®*Pennsylvania Grade (included above)___ 65,900 5,050 63,100 60,200 


*These are Bureau of Mines calculations of the requirements of domestic crude oil 
#ased upon certain premises outlined in its detailed forecasts. They include the 
condensate that is moved in crude pipelines. The A. P. I. figures are crude oil only. 
As requirements may be supplicd either from stocks or from new production, con- 
templated withdrawals from crude inventories must be deducted, as pointed out by 
the Bureau, from its estimated requirements to determine the amount of new crude 
to be produced. 

tOklahoma, Kansas, Nebraska figures are for week ended 

tThis is the net basic allowable as of Jan. 1 calcul 
Sncludes shutdowns and exemptions for the entire month. 
@everal fields which were exempted entirely and of certain other fields for which 
shutdowns were ordered for from 9 to 13 days, the entire state was ordered shut down 
for 9 days, no definite dates during the month being specified; operators only being 
gequired to shut down best suits their operating schedules or labor needed to 
e@perate leases, a total equivalent to 9 days shutdown time during the calendar month. 

$Recommendation of Conservation Committee of California Oil Producers. 


1947. 
31-day basis and 
Vith the exception of 


7:00 a.m. Jan. 30, 
ited on a 








as 


RUDE RUNS TO STILLS; PRODUCTION OF GASOLINE; STOCKS OF FINISHED 
AND UNFINISHED GASOLINE, KEROSINE, GAS OIL AND DISTILLATE FUEL, 
AND RESIDUAL FUEL OIL, WEEK ENDED FEB. 1 1947 
(Figures in thousands of barrels of 42 gallons each) 

Figures in this section include reported totals plus an | 
estimate of unreported amounts and are therefore on a 
—_—_ Bureau of Mines basis 
§Gasoline tFinished 
Crude Runs Product’n and 
to Stills at Ref. Unfin. 
Daily % Op- Inc. Nat. Gasoline 
erated Blended Stocks 


| 
| 
| 





tStks. of 1Stks 

Gas Oil of 

& Dist. Resid. 
Fuel Fuel 
Oil Oil 


tStocks 
of 
Kero- 
sine 


% Daily 

Refin'g 

Capac. 

Report’g Av. 
99.5 


76.3 
84.7 
87.4 
78.3 
59.8 
89.2 
97.4 
55.9 


District— 


5 868 | 
241 | 
140 | 
109 
,217 | 
756 
,197 
,741 
100 


1,944 
305 
216 

2,617 

,426 
,029 

3,394 

1,071 
169 


6,618 
333 
28 
217 
586 
241 
378 


16,772 
507 
65 
4.218 
1,870 
378 
9,175 


Appalachian— 
District No. 1 
District No. 2 


Znd., Ol., Ky 


_ 
o-10 
Onv 


OM ons 
eh Or OOO 


for) 


Inland Texas 
Texas Gulf Coast__-- 
Louisiana Gulf Coast_ 
No. La. & Arkansas__ 
Rocky Mountain— 
New Mexico 
Other Rocky Mt.__~ 


ODO © 
wo 


~ 


ON = 


th ore 


> 


pwc 


© 


apa 


37 | 
539 | 
002 


oa 
C 


9- 


c 





Total U. S. B. of M. 
basis Feb. 1, 1947_— 


otal U. S. B. of M. 
basis Jan. 25, 1947_ 


Wotal U. Ss. B. of M. 
Feb. 2, 1946 4,501 


*Includes unfinished gasoline stocks of 7,928,000 barrels. +Includes unfinished | 
gasoline stocks of 8,226,000 barrels. {Stocks at refineries, at bulk termonals, in | 
transit and in pipe lines. {In addition, there were produced 2,071,000 barreis of 
kerosene, 5,660,000 barrels of gas oil and distillate fuel oil and 8,516,000 barrels 
of residual fuel oil in the week ended Feb. 1, 1947, compared with 2,266,000 barrels, 
5,630,000 barrels and 8,224,000 barrels, respectively, in the preceding week and 2,- | 
491,000 barrels, 5,661,000 barrels and 6,552,000 barrels, respectively, in the nial | 
ended Feb. 2, 1946. 


cer 


86.1 14,610 *100,579 48,131 47,947 


e 
Jv 


85.8 86.7 99,801 50,357 48,558 | 


13,301 +102,574 28,920 34,485 | 


A. Total Round-Lot Sales: 


lr 
“e 


a ee ons 


RRR RE Tee - 


Trading on New York Exchanges | 

The Securities and Exchange Commission made public on Feb. 5 
figures showing the volume of total round-lot stock sales on the 
New York Stock Exchange and the New York Curb Exchange and 
the volume of round-lot stock transactions for the account of all 
members of these exchanges in the week ended Jan. 18, continuing a | 
series of current figures being published weekly by the Commission. | 


| Short sales are shown separately from other sales in these figures. 


Trading on the Stock Exchange for the account of members| 
(except odd-lot dealers) during the week ended Jan. 11 (in round- 
lot transaction) total 2,230,678 shares, which amount was 17.89% 
of the total transactions on the Exchange of 6,233,210 shares. This 
compares with member trading during the week ended Jan. 11 of | 
1,996,990 shares, or 18.47% of the total trading of 5,406,170 shares. 

On the New York Curb Exchange, member trading during the 
week ended Jan. 18 amounted to 464,645 shares, or 16.48% of the | 
total volume on that Exchange of 1,410,090 shares. During the week | 
ended Jan. 11 trading for the account of Curb members of 593,375 
shares was 15.74% of the total trading of 1,567,145 shares. 


Total Round-Lot Stock Sales on the New York Stock Exchange and Round-Let Stock 
Transactions for Account of Members* (Shares) 


WEEK ENDED JAN. -18, 1947 
Total for Week 
323,940 
5,909,270 


t% 
Short sales 
tOther sales 





Total sales - a 
B. Round-Lot Transactions ter Account of Members, 
Except for the Odd-Lot Accounts of Odd-Lot 

Dealers and Specialists: 

1. Transactions of specialists in stocks in which 

they are registered— 

Total purchases 
Short sales 





6,233,210 


oad 
679,010 
152,780 
614,690 


Total sales 
2. Other transactions initiated on the floor— 
Total purchases 
Short sales 


767,470 


106,650 


Total sales 
3. Other transactions initiated off the floor— 
Total purchases 
Short sales 


Total sales 
4. Total— 
Total purchases 
Short sales 
+Other sales 


291,490 


1,019,148 
217,280 
994,250 

Total sales 


1,211,530 17.89 





Total Round-Lot Stock Sales on the New York Curb Exchange and Stock 
Transactions for Account of Members* (Shares) . 
WEEK ENDED JAN. 18, 1947 
Total for Week 
27,555 
1,382,535 


A. Total Round-Lot Sales: 
Short sales 
-~ tOther sales_____ a ae 


%o 


t 








pf Bene A eee a ae Ect eine a 1,410,090 
8. Round-Lot Transactions for Account of Members: 
1. Transactlons of speciatists in stocks in which 
they are registered— 
. ll Se Ae 


Short sales 


140,795 
11,795 
137,140 


148,935 


cu” TE GES A ASAT | ea | 
3. Other transactions initiated off the floor— 
ES EE EE Bean RSME 
i , 
SS mS IER Be 37,060 
a a ee Se ee 
4. Total— 
Total purchases 
ais 5 ss nc ceeeiecsniinndiemelaseiasabdiaiiaaal 
+Other sales 


41,360 


247,900 
20,395 
196,350 


Se a a eT ee ee 

Odd-Lot Transactions for Account of Specialists— 
EE Ae Te - 
i fg a eae - 


216, 


745 


0 
63,473 


Rn cticinnateieescrdeincmmicutiniieiiiiadiciaieaates 


3,473 
3,841 


*The term ‘‘members’’ includes regular and associate 
firms and their partners, including special partners. 

tIn calculating these percentages the total of members’ purchases and sales is 
compared with twice the total round-lot volume on the Exchange for the reason that 
the Exchange volume includes only sales. 


Se _— 





a 
ali 


Exchange members, their 


tRound-lot short sales which are exempted from restriction by the Commission’s | 
| rules are included with ‘‘other sales.” 


§Sales marked ‘“‘short exempt” are included with “other sales.” 


Bank Debits for Month of December 





The Board of Governors of the Federal Reserve System issued | 


on Jan. 10, its usual monthly summary of “bank debits” which we 
give below: 


SUMMARY BY FEDERAL RESERVE DISTRICTS 


In millions of dollars) 

3 Months Ended 
Dec., Dec., 
1946 1945 


12,464 12,015 
115,231 120,060 
12,323 11,333 
18,256 15,189 
11,187 9,533 
10,884 8,665 
40,822 35,558 
8,766 7,218 
6,289 5,122 
9,858 7,977 
9,184 7,296 
26,614 22,628 


281,876 
106,253 


Dec., 
1946 
4,461 

44.473 
4,585 
6.629 
3,839 
3,778 

14,766 
3,170 
2,075 
3,537 
3,326 
9,256 . 


103,894 
41,252 


Dec., 
1945 
4,767 

48,062 
4,312 
5,825 
3,451 
3,204 

13,747 
2,633 
1,775 
2,873 

2,742 
8,186 


101,577 
45,035 


Federal Reserve District— 


Cleveland 
Richmond 


EE 
Kansas City 


San Francisco 





Total, 334 centers 
*New York City 
*140 other centers 52,295 47,774 146,071 126,035 
193 other centers 10,348 8,767 29,553 24,293 


*Included in the national series covering 141 centers, available beginning in 1919. 


112,266 


NYSE Odd-Lot Trading 


The Securities and Exchange 
Commission made public on Feb. 
5 a summary of complete figures 
showing the daily voiume of stock 
transactions for odd-lot account 
of all odd-lot dealers and special- 
ists who handled odd lots on the 
New York Stock Exchange for the 
week ended Jan. 25, 1947, continu- 
ing a series of current figures be- 
ing published by the Commission. 
The figures are based upon re- 
ports filed with the Commission 
by the odd-lot dealers and spe- 
cialists. 


STOCK TRANSACTIONS POR THE ODD- 
LOT ACCOUNT OF ODD-LOT DEALERS 
AND SPECIALISTS ON THE N. Y. 
STOCK EXCHANGE 
Week Ended Jan. 25, 1947 
Odd-Lot Sales by Dealers - 

(Customers’ purchases) 
Number of orders 
Number of shares 


Tota) 
For Week 
22,038 
627,910 


Dollar value __ 


| Odd-lot Purchases by Dealers— 
(Customers’ sales) 
Number of Orders: 
Customers’ short 
*Customers’ other 
Customers’ total 
Number of Shares: 
Customers’ short 
Customers’ other 


$25,429,981 


sales__- 
a 
sales_.- 


310 
17,699 
18,003 


sales 
sales 


11,295 

500,437 
512,232 
$18,588,808 


Customers’ 
| Dollar value 
Round-lot Sales by Dealers— 

Number of Shares: 
Short sales 
+Other sales 


total sales 


9 
131,430 


a 


Total sales_- 131,430 


Round-lot Purchases by Dealers-— 
Number of shares : 284,970 


*Sales marked ‘‘short exempt” are ‘re- 
ported with “other sales.” Tete 

tSales to offset customers’ odd-lot or 
ders, and sales to liquidate a long position 
which is less than a round lot are reported 
with ‘‘other sales.’’ gro 


NY Savs,-Loan Mige.::. 
Volume Devhied in (946 


Savings and Loan Associations 
in the State of New York-set-a 
|new all-time high record in Vel- 
ume of mortgage loans made. diir- 
ing the year 1946, According:«to 
|figures recently issued by 4 Hir- 
‘lon V. Woodard, Executive Vige- 
| President of the New York«State 
| League of Savings end Loat#'As- 
'sociations, these institutions made 
'51,538 loans fer a total of $253,- 
102,007, representing more "than 
twice the amount of $121,363,498 
|loaned in the previous year 1945. 
The advices also state: 

“Of the total amount loaned 
during the year 1946, $28,760,001 
'was for the construction of new 
homes; $195,025,173 was for. tHe 
purchase of homes; $14,516,148 was 
for refinancing existing loans and 
$14,800,685 was for reva rst anafall 
other loans. The average loan 
made by savivgs and loan asso- 
ciations in 1946 was $4,910.” 


New Cotton Quota 

On February 3, President Tru- 
man signed a proclamation impos- 
ing a quota on imports of short 
_harsh or rough cotton. The quota 
of 70,000,000 pounds annually ap- 
plies to harsh or rough cotton 
having a staple of less than three- 
‘quarters of 1 inch in length said 
Associated Press advices from 
| Washington, which further stated: 

“The White House action amends 
a proclamation of Sept. 5, 1939, 
limiting the quantities of certain 
cotton and cotton waste which 
'might be imported, but exempt- 
ing harsh or rough cotton.’ ‘To- 
day’s order grew out of hear- 
'ings last fall by the United States 
Tariff Commission to determine 
'whether the short harsh or rough 
,cotton importations threatened to 
‘injure the domestic producer. On 
'the basis of the commission’s rec- 
| ommendations the President pro- 
claimed: 
| “That the total quantity of 
(harsh or rough cotton having. a 


'staple of less than three-quarters 
|of 1 inch in length which might be 
'entered or withdrawn from ware- 
house for consumption, in the 
year commencing Sept. 20, 1946, 
|and in any subsequent year com- 
|}mencing September 20, shall not 


'exceed 70 million pounds. 
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Civil Engineering Construction Totals 
$111,546,000 for Week 


Civil engineering construction volume in continental United 
States totals $111,546.00 for week ending Feb. 6, 1947, as reported by 
“Engineering News-Record.” This volume is 18% above the previ- 
ous week, 101% above the corresponding week of last year, and 21% 
above the previous four-week moving average. The report issued on 
Feb. 6. continued as follows: 

Private construction this week, $78,138,000, is 55% more than last 
week. and 113% above the week last year. Public construction, $33,- 
408.000. is 24% below last week, but 77% more than the week last 
vear. State and municipal construction, $24,094,000, 28% above last 
week. is 46% above the 1946 week. Federal construction, $9,314,000, 
is 63% below last week, and 286% above the week last year. 

Total engineering construction for the six-week period of 1947 
records a cumulative total of $542,516,000, which is 34% above the 
total for a like period of 1946. On a cumulative basis, private con- 
struction in 1947 totals $358,053,000, which is 31% above that for 
1946. Public construction, $184,463,000, is 42% greater than the 
cumulative total for the corresponding period of 1946, whereas State 
and municipal construction, $131,961,000 to date, is 51% above 1946. 
Federal construction, $52,502,000, gained 23% above the six-week 
total of 1946. 

Civil engineering construction volume for the current week, last 

£ re: 
es Feb. 6,1947 Jan. 30, 1947 Feb. 7, 1946 
$111,546,000 $94,514,000 $55,527,000 
78,138,000 50,352,000 36,648,000 
33,408,000 44,162,000 ryrnyen 
! ici 24,094,006 18,828,000 16,468, 
Federal ee 9'314,000 25,334,000 — 2,411,000 


In the classified construction groups, waterworks, sewerage, 
bridges, highways, commercial buildings, industrial buildings, and 
unclassified construction gained this week over last week. Eight of 
the nine classes recorded gains this week over the 1946 week as 
follows: sewerage, bridges, earthwork and drainage, highways, public 
buildings, commercial buildings, industrial buildings, and unclasssi- 
fied construction. 


Total U. S. Construction 
Private Construction 
Public Construction 


New Capital 
New capital for construction purposes this week totals $12,141,- 
000, and is made up of $198,000 in corporate securities and $11,943,000 
in State and municipal bond sales. New capital for construction pur- 
poses for the six-week period of 1947 totals $120,554,000, 56% less 
than the $273,002,000 reported for the corresponding period of 1946. 








January Civil Engineeering Construction 
Totals $430,970,000 


Civil Engineering construction volume in continental United 
States totals $540,970,000 for January, an average of $86,194,000 for 
each of the five weeks of the month. This average is 2% below the 
average for December, and is 24% above the average of January, 
1946, according to “Engineering News-Record.” The report issued 
on Feb. 6 went on to say in part: 

Private construction for January on a weekly average basis is 
9% below last month, but 18% greater than January, 1946. Public 
construction is 13% above last month and 36% 
State and municipal construction, while 10% below last month, is 
53% above the average for January, 1946. Federal construction, up 
238% from last month, is 8% above January, 1946. 

Civil engineering construction volume for January, 1947, De- 
cember, 1946, and January, 1946 are: 

Jan., 1947 Dec., 1946 Jan., 1946 
(five weeks) (four weeks) (five weeks) 
$430,970,000 $352,855,000 $348,277,000 
279.915,000 246,307,000 237,463,000 
151,055,000 106,548,000 110,814,000 
107,867,000 96,332,000 70,641,000 
43,188,000 10,216,000 40,173,000 


Total U. S. Construction_-_- 
Private Construtcion 
Public Construction 
State and Municipal-_-_-- 
Federal 


New Capital 
New capital for construction purposes for the five weeks of 
January, 1947 totals $108,413,000, or a weekly average of $21,682,000, 
72% below the December, 1946 average, and 59% below the average 
for January, 1946. 


Non-Ferrous Metals Active-Price Structure 
Firm—Silver Steadies as Demand Improves 


“E. & M. J. Metal and Mineral Markets,” in its issue of Feb. 6, 
states: “Demand for major non-ferrous metals was active through- 
out the week and the price structure continued firm. Two prices 
again prevailed in domestic copper, with no signs as the week ended 
that the two views on the market have changed one way or the other. 
Fabricators continued to price copper products on the basis of 1914c, 
Valley. Demand for silver showed ©— = 








above last January. | 


)that he will introduce a bill pro- 
posing that copper be allowed to 
come into the country duty-free 
until such time as domestic con- 
| sumption levels off in reasonable 
'ratio to American production. He 
| warned that industry here is faced 
with a serious shortage of do- 
mestic copper this year, estimat- 
ing production at about 900,000 
tons and requirements at 1,400,000 
tons. Higher copper prices, he 
said, will drive many users to 
seek lower-cost substitutes. 


Lead 

The supply situation in lead is 
expected to show gradual im- 
provement. In fact, some produc- 
ers believe that essential users 
will get all of the metal that they 
need without difficulty after a 
month or two. Prevailing quota- 
tions should stimulate production 
in this country and abroad, the 
‘industry holds. The movement of 
scrap has increased appreciably 
since the first of the year. CPA 
will release a moderate tonnage 
of lead from its stockpile for 
February shipment to consumers, 
probably around 8,000 tons. 

Sales of lead for the week in- 
volved 6,608 tons. 


Zine 

Producers report a firm market 
for zinc, with demand still con- 
centrated chiefly in the grades 
used in galvanizing and die cast- 
ing. The price situation remains 
unchanged, Prime Western selling 
on the basis of 10'2c, East St. 
Louis. 


During 1946 the United States 
imported 272,051 tons of zinc con- 
tained in ore and concentrates, of 
which 57,296 tons was from Can- 
ada, 127,682 tons from Mexico, 
'46,556 tons from Peru, 28,442 tons 
from Bolivia, 8,295 tons from 
| Argentina, and 3,780 tons from 
Australia. 


Imports of slab zince in 1946 
| totaled 104,743 tons, of which 85,- 
| 394 tons originated in Canada, 
|15,577 tons in Mexico, 3,221 tons 
in Australia, and 551 tons in 
Poland. 


| 





Antimony 

| The National Lead Co., effective 
Feb. 1, established the following 
quantity differentials on sales of 
antimony, ex its plant at Perth 
Amboy: 


—Per Pound— 

Bulk Boxes 
100 Ilb.___ _.. 8¢. Bec. 
299 lb. 5 ec. 6c. 
300 to 499 Ib. ‘ . ’ 5c. 
500 to 999 Ilb._-__ . 3Yec. 4c. 
1,000 to 1,999 lb. 2%ec. 3c. 
2,000 to 9,999 lb. 2c. 2%2c. 
10,000 to l.c.1 , : 2c. 


Procedure followed in calculat- 
ing the New York equivalent is to 
add 94c for freight, etc., to the 
bulk Laredo carload quotation 
(28.25c), plus the quantity differ- 


DAILY PRICES OF METALS 

—Electrolytic Copper— 
Exp. Refy. 
20.025 
20.025 
20.025 
20.100 
20.025 
20.025 


Up to 
109 to 


Jan. 
Jan. 
Feb. 
Feb. 
Feb. 
Feb. 


19.325 
19.375 
19.325 


Average 20.038 





lential. Our New York quotation 
for antimony packed in boxes or 
‘eases (10,000 lb. or more but less 
\than a carload lot) has been es- 
|tablished at 31.19c per pound, ef- 
\fective Feb. 1. 
Tin 

President Truman has asked 
for a limited extension of the 
Second War Powers Act, due to 
expire March 31, 1947. Among 
reasons for recommending this 
action, the President stated that 
allocation of tin and tin products 
would be necessary for some time 
to come. 
the government for controlled 
consumption have involved be- 
tween 60,000 and 65,000 tons of 
tin (in ore and as metal) a year. 


ington officials believe, 
easily absorb 90,000 tons a year or 
more. 

The government announced that 


delivery on the basis of 70c per 
pound. Straits quality tin for 
shipment was nominally as fol- 
lows, in cents per pound. 

Feb. March 
70.000 70.000 
70.000 70.000 
70.000 70.000 
70.000 70.000 
Feb. 4 70.000 70.000 70.000 
Feb. 5 70.000 70.000 70.000 


Chinese, or 99% tin, 69.125c. 


April 
70.000 
70.006 
70.000 


Jan. 30 
Jan. 31 
Feb. 1 
Feb. 3 


Quicksilver 


ing largely to continued uncer- 
tainty over the disposal of foreign 
surplus material in which the 
government has a strong hand, the 
price last week was unchanged. 
Metal brought here from Japan 
has been scheduled to be _ sold 
shortly. The status of some 70,000 
flasks of quicksilver found in the 


mains a mystery. 





flask for spot metal. On forward 
material $87 has been done. 


The correct title of the British | 


firm recently appointed agent of 
the Cartel for the United States 
is the London 
Metallurgical Co., Ltd. 


Silver 
Effective Feb. 3, the London 
price of silver was reduced to 44d 
per fine ounce. In revising the 


quotation to the lower level, the | 


British brought the price down to 
approximately the same basis as 
the New York Official. 


don market is more or less in-| 


sulated from the New York mar- 
ket, owing to exchange control. 
Demind for silver in New York 


continued in sufficient volume to | 


maintain prices on the basis of 
70°4c. Buying last week was icr 





Straits Tin, 
New York 
70 000 
70.000 
70 000 
70.000 
70.000 
70.000 


70.000 
Average price for calendar week ended Feb. 1 are: Domestic cop- 


both domestic and foreign account. 


(“E, & M. J.”” QUOTATIONS) 


Lead 
New York St. Louis 
13.000 12.800 
13.000 12.860 
13.0C0 12.800 
13.000 12.800 
13.000 12.800 
13.000 12.800 





Zinc 
St. Louis 
10.500 
10.500 
10.500 
10.500 
10.500 
10.500 


13.00C 





12.800 10.500 


per f.o.b. refinery, 19.421c; export copper, f.o.b. refinery 20.038c; 
Stratis tin, 70.000c; New York lead, 13.000c; St. Louis lead, 12.800c; 


St. Louis zinc, 10,500c; and silver, 70.750c. 


CPA said purchases by | 


Uncontrolled consumption, Wash- | 
would | 


tin will be released for February | 


70.000 | 


| scientists, 
| Nobel Prize winner. 
post, Dr. Wallace will head up 
Though most operators believe | the research work of the Life In- 
that the price situation in quick- | 


silver has become unsettled, ow- | 


ada 
j}and was formed in 1945 through 
|\the merger of the Life Insurance 
| Sales Research Bureau and the 
| Association of 


American zone of Germany re- | 


Quotations last | 


week continued at $88 to $92 per | Suman Chairman of 


‘NAM International Comm. 


& Seandinavian | 


The Lon- | 


further improvement from domes- | 
tic and foreign sources, with Lon- 


don a buyer of several round lots. |level were substantially 


Our weighted average quotations 
indicate that sales at the lower 
larger 


A reduction in the London quota- | than those booked at 20%c. In 


tion for silver on Feb. 3 had no 
bearing on the New York trade. 
The leading producer of antimony 
announced quantity differentials 
on less than carload lots. Quick- 
silver was unsettled.” The publi- 
eation further went on to say in 
part as follows: 


Copper 


The price situation in domestic 
copper last week was unchanged, 
the American Smelting & Refin- 
ing Co. holding out for 20%c, 
Valley, with other sellers at 1944c. 





fact, on Feb. 1, all transactions 
were at 19%c. A feature in the 
week’s developments has been 
the expanding flow of scrap. De- 
mand for copper continued active, 
particularly from the wire and 
cable industry. 

Though European buying of 
copper has moderated somewhat, 
foreign producers experienced no 


difficulty in disposing af their 

offerings at firm prices. 
Representative James T. Patter- 

son (Conn.) declared on Feb. 3 


The above quotations are “E. & M. J. M. &M. M’s” appraisal of the major United 
States mazkets, based on sales reported by producers and agencies. They are reduced 
to the basis of cash. New York or St. Louis, as noted. All prices are in cents per pound 


_ Copper, lead and zinc quotations are based on sales for both prompt and future 
deliveries; tin quotatiens are for prompt delivery only. 


In the trade, domestic copper prices are quoted on a delivered basis: that is 
delivered at consumers’ plants. As delivery charges vary with the destination, the 
figures shown above are net prices at refineries on the Atlantic seaboard. Delivered 
prices in New England average 0.275c. per pound above the refinery basis, effective 
Jan. 2, 1947. 

Effective March 14, the export quotation for copper reflects prices obtaining in 
the open market and is based on sales in the foreign market reduced to the f.0.b 
refinery equivalent, Atlantic seaboard. On f.a.s. transactions we deduct 0.075c., for 
lighterage, etc., to arrive at the f.o.b. refinery quotation. 


Quotations for copper are for the ordinary forms of wirebars and ingot oars 
For standard ingots an extra 0.075c. per pound is charged; for slabs 0.175c. up, and 
for cakes 0.225c. up, depending on weight and dimension; for billets an extra 0.95c. 


up, depending on dimensions and quality. Cathodes in standard sizes are sold at a 
discount of 0.125c per pound. 


Quotations for zinc are for ordinary Prime Western branis. Contract prices for 
High-grade zinc delivered in the East and Middle West in néarly all instances com- 
mand a vremium of lc. per pound over the current market for Prime Western but 


not less than lc. over the “E. & M. J.” average for Prime Western for the previous 
month. 


Quotations for lead reflect prices obtained for common lead only. 





Wallace Appointed by 
Life Insurance Agency 


Dr. S. Reins Wallace, Jr., head 
of the Department of Psychology 
of Tulane University, has been 
named Director of the Research 
Division ot the Life Insurance 
Agency Management Association 
of Hartford, Conn.; he pianned. to 
assume his new duties early in 
February. Dr. Wallace, a gradu- 
ate of the University of Virginia, 
received his Master of Science and 
Doctor of Philosophy degrees 
there. After teaching at Ohio 
State University, he went to Tulane 
in 1938 as an instructor in psy- 
chology, later becoming a full 
Professor, 

During the war, serving as a 
Lieutenant-Colonel, Dr. Wallace 
developed for the Army a scien- 
tific means through which young 
men could be placed, on the basis 


|of aptitudes, in the pilot, naviga- 


tor or bombardier classifications 


.of the Air Forces, revolutionizing 


aptitude and selection techniques 
in the service and bringing wide 
recognition to Dr. Wallace and 
other psychologists. Following 
V-E Day, Dr. Wallace was sent 
abroad, where he directed the re- 
search work of some 40 German 
one of whom was a 
In his new 


surance Agency Management As- 
sociation in life insurance market- 
ing. The Association has a mem- 
bership of 172 life insurance com- 
panies in the United States, Can- 
and eight foreign countries 


Life Agency Of- 
ficers. 


The 
Suman, 


appointment of John R. 
Vice-President of the 


|Standard Oil Co. Inc. (N. J.), as 


‘Chairman of the _ International 
Economic Relations Committee of 


the National Association of Manu- 


| facturers was announced on Feb.3 


by Earl Bunting, President of the 
Association. Curtis E. Calder, 
Chairman of the board of the 
Electric Bond and Share Co., New 
York, was designated as Vice- 
Chairman of the same committee, 
.on which 100 business leaders in- 
terested in international affairs 
|and trade serve as members. 

A smaller advisory group, com- 
|posed not oniy of businessmen 
| but also of experts in trade, eco- 
| nomics, law and geography, meets 
|at frequent intervals to analyze 
major international economic 
| problems and make recommenda- 
| tions which are acted upon by the 
|Committee. Currently, the Inter- 
inational Economic Relations Com- 
|mittee, recognizing the 


foreign policies, is working for a 
'more efficient 
‘nomic policy, 


the 


'of cartels. 


Doyle Named to Comm. 
Of Chicago Res. Bank 


| Edward J. Doyle, President of | 


[the Commonwealth Edison Co. of 
Chicago, has been appointed to 


interde- 
| pendence between domestic and | 


international eco- | 
lessening of | 
|trade barriers and the elimination | 


membership on the Industrial Ad- | 
|visory Committee of the Federal | 
/Reserve Bank of Chicago, it was | 
‘announced on Jan. 27 by C. S. | 


| Young, President of the Bank. Mr. 

Doyie replaces Martin H. Ken- 
nelly, 
members reappointed are: Walter 
Harnischfeger, President, Har- 
nischfeger Corp., Milwaukee, Wis.; 
Edward M. Kerwin, Vice-Presi- 
cent, E. J. Brack & Sons, Chicago; 
G. Barret Moxley, President, Kie- 
fer Stewart Co., Indianapolis, Ind.; 
and James L. Palmer, Executive 
| Vice-President, Marshall Field & 
| Co., Chicago. The term for which 
} these men were appointed expires 
March 1, 1948. 


who resigned. The other | 





| 
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Revenue Freight Gar Loadings During Week 
Ended Feb. 1, 1947, increased 13,087 Cars 


Loading of revenue freight for the week ended Feb. 1, 1947 to- 
totaled 835,051 cars, the Association of American Railroads announced 
on Feb. 6. This was an increase of 111,750 cars or 15.4% above the 
corresponding week in 1946, and an increase of 95,495 cars or 12.9% 
above the same week in 1945 

Loading of revenue freight for the week of Feb. 1 increased 13,- 
087 cars or 1.6% above the preceding week. 

Miscellaneous freight loading totaled 373,904 cars an increase of 


5.697 cars above the preceding week. and an increase of 80,717 cars 
above the corresponding week in 1946. 


Loading of merchandise less than carload lot freight totaled 119,- 
081 cars an increase of 1,365 cars above the preceding week, and an 
inerease of 293 cars abcve the corresponding week in 1946. 

Coal loading amounted to 198.310 cars, an increase of 5,016 cars 
above the preceding week; and an increase of 10,430 cars above the 
corresponding week in 1946. 

Grain and grain products loading totaled 53,664 cars, a decrease 
of 3.060 cars below the preceding week and a decrease of 734 cars 
below the corresponding week in i946. In the Western Districts 
alone, grain and grain products loading for the week of Feb. 1 
totaled 37.475 cars a decrease of 2,270 cars below the preceding week 
but an increase of 1,907 cars above the corresponding week in 1946. 

Livestock loading amounted to 11,744 cars a decrease of 2,287 
cars below the preceding week and a decrease of 7,445 cars below the 
corresponding week in 1946. In the Western Districts alone loading 
of Livestock for the week of Feb. 1 totaled 8,698 cars a decrease 
of 2,048 cars below the preceding week, and a decrease of 6,617 cars 
below the corresponding week in 1946. 

Forest products loading totaled 50,813 cars, an increase of 4,831 
cars above the preceding week and an increase of 14,445 cars 
above the corresponding week in 1946. 

Ore loading amounted to 12,900 cars an increase of 432 cars above 
the preceding week and an increase of 6,915 cars above the corre- 
sponding week in 1946. 

Coke loading amounted to 14,635 cars, an increase of 593 cars 
above the preceding week and an increase of 7,129 cars above the 
corresponding week in 1946. 

All districts reported increases compared with the correspond- 
ing week in 1946, and all reported increases compared with same 
weck in 1945 except the Northwestern and Southwester. 

1947 


3,168,397 
835,051 


1946 
2,883,263 
723,301 


1945 
3,003,655 
739,556 


Four weeks of January 
Week of February 1 35 723,301 "739.5 
Total -- -- ------- ---- 4,003,448 3,607,164 3,743,211 


The following table is a summary of the freight carloadings for 
the separate railroads and systems for the week ended Feb. 1, 1947. 
During this period 94 roads reported gains over the week ended 
Feb. 2, 1946. 


REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS 
(NUMBER OF CARS) WEEK ENDED Feb. 1 
Total Loads 
Received from 
—Connections— 
1947 1946 
1,568 1,879 


Total Revenue 
Freight Loaded-———— 
1947 1946 1945 
317 388 303 
2,690 2,462 2,026 4938 392 
7,944 LD 6,228 13,651 12,539 
1,553 ,194 1,181 : 3 1,877 
37 29 31 47 
1,024 055 999 2,087 
5,439 3,765 
7,391 568 
316 
2,694 
385 
11,907 
4,526 
144 
1,824 
8,613 
3,268 
6,950 
3,485 
49,673 
10,626 
849 
6,498 
424 
6,718 
5,295 
1,039 
286 
765 
448 
5,981 
5,425 


Railroads 


Eastern District— 





Bangor & Aroostook_---.-—-—-_-—-— 
Boston & Maine __-------~--------—-—. 
Chicago, Indianapolis & Louisville___ 
Central Indiana 
Central Vermont__---------------— —_ 
Delaware & Hudsou-——------------— 
Delaware, Lackawanna & Western--- 
Detroit & Mackinac ..---~--------— 
Detroit. Toledo & Ironton----------- 
Detroit & Toledo Shore Line-----~---- 





ry 


WwW ¢ 


Erie . 

Grand Trunk Western-------------- 

Lehigh & Hudson River---------- -_ 

Lehigh & New England 

Lehigh Valley 

Maine Central.__---- satin cnesnaaamanib total —_ 

Monongaheia 

Montour 

New York Centra! Lines 

Ww. ¥., N. H. & Hartford__--------— 

New York, Ontario & Western_----— 

New York, Chicago & St. Louis 

N. Y., Susquehanna & Western____-—~ 

Pittsburgh & Lake Erie----------- sie 

Pere a 
ttsburg & Shawmu 

Sisnshees, Shawmut & Northern 

Pittsburgh & West Virginia 

Rutland 

Wabash 

Wheeling & Lake Erie---_-__---—-—-— 


Total 


—s 
ONN-AIN-IN 
¢ © W «] +! 


n 


oid 
,314 
20 
99 
2,408 
1,480 
11,736 
3,903 


i< 
GO 00 sO NO EN GD 





164,534 216,309 











Allegheny District— 

Akron, Canton & Youngstown 

Baltimore & Ohio__-------------- shat 
Bessemer & Lake Erie------------ ame a 
Cambria & Indiana—---------------- oe 
Central R. R. of New Jersey-------- C ' ¢ 
Cornwall me. 
Cumberiand & Pennsylvania—----~--- = 
Ligonier Valley re 
Leng Isiand_-----------~-------— _— 17a 
Penn-Reading Seashore Lines 1577 
Pennsyivania System yo 
Reading Co._-_- ),425 
Gnion (Pittsburgh )_-----------—---- i 1,585 
Western Marviand-___.----_-_-—-—__-- 4,620 4,215 


Total 


5,709 
B71 


35,601 
2,066 
967 
5,617 
317 
148 

70 
1,425 
1,545 
65,847 
11,634 
17,384 


3,233 11,611 





181,555 129,240 146,597 154,328 





139,603 








Poeahontas District— ° 
Chesapeake & Ohio 30,216 Sy 
Norfolk & Western-_-—_--------—-- —_ gy wy 
Virginiar Veo , 105 


12,624 
7,409 
2,075 





18,624 


= ) 


56,292 


53,222 22,108 





Total 











6,134 | 
2,253 | 
| do not necessarily equal the unfilled orders at the close. 


Total Loads 
Received from 
—Connections— 

1947 1946 

284 242 
2,202 1,929 
10,997 10,573 
4,761 4,696 
1,740 1,495 
4,021 3,538 
316 271 
879 
1,849 
114 
2,693 
810 
4,372 
14,330 
10,275 
902 
409 
4,350 
1,904 
2,010 
9,376 
9,439 
26,393 
893 
938 


Railroads Total Revenue 


Freight Loaded 
946 

468 

831 

16,244 
4,239 

389 

1,686 

339 


Southern District— 
Alabama, Tennessee & Northern 
Atl. & W. P.—W. R. R. of Ala 
Atlantic Coast Line 
Central of Georgia 
Charleston & Western Carolina 


1947 
423 
936 

16,593 
4,350 
467 
2,406 
343 
102 
3,348 
107 
1,312 
439 
5,553 
28,264 
29,972 
262 
356 
3,546 
1,374 
411 
446 
13,484 
28,918 
843 
153 


1945 
431 
842 

14,709 
4,051 
498 
1,714 
298 
119 
3,091 
75 
1,069 
396 
4,906 
26,838 
25,373 
185 
321 
3,371 
957 
468 
527 
10,811 
24,353 
701 
147 


Columbus & Greenville___...._______ “e 
Durham & Southern 


Florida East Coast 1,531 


114 


Georgia & Florida 

Gulf, Mobile & Ohio__._.._________ AB 
Tilinois Central System 

Louisville & Nashville 

Macon, Dublin & Savannah 

Mississippi Central 

Nashville, Chattanooga & St. L 
8 EP ea —a 
Piedmont Northern________.___.._ alia 
Richmond, Fred. & Potomac 
I ES ere aie 
Southern System 

Tennessee Central 

Winston-Salem Southbound_______._ “ae 


Total 


787 
4,277 
14,444 
9,282 
914 
464 
3,831 
1,555 
1,459 
9,053 
8,731 
24,204 
826 
886 


11,806 
24,508 
525 
118 


130,655 





144,408 


| = 





126,251 116,257 107,840 








Northwestern District— 
Chicago & North Western________-__ a 
Chicago Great Western___---__.-..._ 
Chicago, Milw., St. P. & Pac.___-..._ =e 
Chicago, St. Paul, Minn. & Omaha__.— 
Duluth, Missabe & Iron Range 
Duluth, Sout “sore & Atiantic__...__ 
Elgin, Joilet & Eastern___..__._..-. a 
Ft. Dodge, Des Moines & South 
I a cae crcicingrinttibendiacesenshs oat 
Green Bay & Western 
Lake Superior & Ishpeming 
Minneapolis & St. Louis 
Minn., St. Paul & 8.8. M 
Northern Pacific 
Spokane International__.___..__... ant 
Spokane, Portland & Seattle____..... 


en 


12,779 
2,361 
19,326 
3,872 
1,447 
713 
9,108 
482 
11,515 
360 
403 
1,687 
5,129 
9,738 
179 
2,526 


15,359 
2,466 
21,601 
3,310 
1,317 
658 
8,393 
308 
10,828 
489 
260 
1,955 
4,725 
9,401 
244 
2,509 


14,661 
2,865 
10,639 
4,073 
342 
660 
11,315 
124 
4,835 
930 
69 
2,737 
3,816 
5,035 
594 
2,722 


3,243 
10,951 


335 
632 


117 


948 
58 
2,062 
3,846 
4,541 
468 
2,152 








81,625 


| 





83,823 65,417 _—59,798 








Central Western District— 
Atch., Top. & Santa Fe System___-___. 
Alton___ 
Bingham & Garfield 
Chicago, Burlington & Quincy______ - 
Chicago & Illinois Midland_____-_._- ie 
Chicago, Rock Island & Pacific 
Chicago & Eastern Iilinois__._.._..— — 
Colorado & Southern............... i 
Denver & Rio Grande Western 
Denver & Salt Lake 
Fort Worth & Denver City___._---.._. 
Miinois Terminal 
Missouri-Illinois 
ren —_ 1,421 
North Western Pacific 7134 
Peoria & Pekin Union 7 0 
Southern Pacific (Pacific) ......_... on 29,178 10,193 
Toledo, Peoria & Western 297 160 
Union Pacific System . ‘ 17,272 12,500 
Utah ,06: ‘ 543 
Western Pacific___ : 1,781 


25,639 
3,014 
204 
21,692 
3,403 
12,548 
2,935 
560 


24,038 
3,534 
410 
19,574 
3,096 
12,039 
2,698 
730 
4,033 
768 
906 
2,246 
926 


10,692 
3,386 
215 
11,930 
800 
12,872 
3,430 
1,814 
4,750 
48 
1,346 
1,838 
543 
145 
627 


10,020 
3,174 





8 
11,215 
856 
11,676 
3,018 
1,198 
3,892 
49 
1,248 
1,602 
513 
121 
555 


0 
9,437 


0 
11,544 
8 





5 
2,792 3,243 





Total 73,377 


130,125 80,086 





126,231 








Southwestern District— 
Burlington-Rock Island 
Gulf Coast Lines 
International-Great Northern____.~_-. 
Kansas City Southern 
Louisiana & Arkansas 
Litchfield & Madison_________-..--- = 
Missouri & Arkansas 
Missouri-Kansas-Texas Lines 
Missouri Pacific 
Quanah Acme & Pacific 
St. Louis-San Francisco 
St. Louis-Southwestern 
Texas & New Orleans 
Texas & Pacific 
Wichita Falls & Southern___._._____ — 
Weatherford M. W. & N. W.__.-__-_- wna 


Total 


392 
6,091 
2,695 
1,457 
4,650 
3,659 

326 

165 
6,835 

17,556 
66 
9,206 
3,437 
10,289 
5,054 
93 

30 


635 
2,431 
3,579 
2,062 
3,016 
2,404 
1,392 

0 
4,188 
15,308 

269 
8,119 
5,282 
6,008 
7,344 

63 
10 


554 
2,549 
3,940 
1,852 
3,027 
2,670 
1,305 

277 
3,728 

14,735 

249 
8,321 
4,833 
5,509 
6,529 

60 
9 


5,298 
2,177 
1,147 
3,427 
2,340 
401 
0 
4,997 
16,180 
104 
9,911 
2,570 
8,700 
3,886 
79 
66 


18,150 
189 





66,910 60,853 72,001 





62,110 60,247 








tIncludes Kansas, Oklahoma & Gulf Ry., Midland Valley Ry. and Oklahoma City- 
Ada-Atoka Ry. 


NOTE—Previoug year’s figures revised. 


Weekly Statistics of Paperboard Industry 


We give herewith latest figures received by us from the National 
Paperboard Association, Chicago, Ill., in relation to activity in the 
paperboard industry. 


The members of this Association represent 83% of the total 
industry, and its program includes a statement each week from each 
member of the orders and production, and also a figure which indi- 
eates the activity of the mill based on the time operated. These 


figures are advanced to equal 100%, so that they represent the total 
industry. 





STATISTICAL REPORT—ORDERS, PRODUCTION, MILL ACTIVITY 


Orders Unfilled Orders 
Received Remaining Percent of Activity 
Tons Tons Current Cumulative 
205.422 601,787 100 
185,047 613,752 102 
138,100 580,331 101 
145,507 554,982 100 
153,574 545,042 94 
207,137 578,742 99 
167,937 571,179 102 
144,083 543,675 102 
99,555 532,773 66 


Period 
1946—-Week Ended 
Nov. 
Nov. 
Nov. 
Nov. 
Nov. 
Dec. 
Dec. 
Dec. 
Dec. 


Production 
Tons 
174,752 
175,906 
170,411 
170,533 
162,353 
172,417 
175,640 
172,275 
109,210 


Jan. 
Jan. 
Jan. 
Jan. 
Feb. 


196,927 
171,420 
173,851 


142,338 
178,043 
178,556 


588,406 
580,026 
577,269 
155,432 173,720 557,140 101 98 
204,033 179,347 579,562 102 99 


NOTES—Unfilled orders of the prior week, plus orders received, less production, 


Compensation for delinquent 
reports, orders made for or filled from stock, and other items made necessary adjust- 
ments of unfilled orders. 


85 
102 
103 


94 
97 


2,100 | 


‘Gash Dividends by 


| 


‘Corporations in Nov. 


} 


| Publicly reporied cash dividend 
payments by corporations were 
|15.9% higher in November, 1946 
than in November, 1945, the De- 
partment of Commerce announced 
on Feb. 5. It is added that No- 
vember, 1946 disbursements to- 
taled $158,200,000, as compared 
with $136,500,000 in November, 
1925. These figures include only 
publicly reported cash dividend 
payments which currently account 
for about 60% of all cash divi- 
dends paid. The Department’s ad- 
vices further said: 

“For the three months ending 
in November, 1946 these dividend 
payments amounted to $954,700,- 
000, a gain of 11.9% over the 
$853,0060,000 paid in the same pe- 
riod of 1945, Extra dividend pay- 
ments by several motion picture 
companies put the miscellaneous 
group into the lead with an in- 
crease 61 52% over the Septem- 
ber-October-November period of 
1945. 

“Dividends paid by corporations 
engaged in trade were up 41% 
for the three-month period of 1946 
as compared with the same period 
of 1945, and mining dividends 
were up 27%. Communications 
dividends declined 4%, the only 
industrial group to show a de- 
cline. 

“Disbursements by manufactur- 
ing corporations as a group were 
up 10% in the three-month com- 
parison, but there were wide vari- 
ations among the _ subdivisions. 
Dividends paid by textiles and 
leather corporations increased 
64%; paper and printing 42%: 
other manufactures, 39%, and 
transportation equipment, 28%. A 
decline of 21% occurred in divi- 
dends paid by the automobile 
manufacturing group.” 


Weekly ‘Lumber Shipments 
13.2% Above Production 


According to the National Lum- 
ber Manufacturers Association, 
lumber shipments of 385 mills re- 
porting to the National Lumber 
Trade Barometer were 13.2% 
above production for the week 
ending Feb. 1, 1947. In the same 
week new orders of these mills 
were 13.3% above production. 
Unfilled order files of the report- 
ing mills amounted to 61% of 
stocks. For reporting softwood 
mills, unfilled orders are equiva- 
lent to 24 days’ production at the 
current rate and gross stocks are 
equalent to 38 days’ production. 

For the year-to-date, shipments 
of reporting identical mills were 
17.3% above production; orders 
were 24.7% above production. 


Compared to the average cor- 
responding week of 1935-1939, 
production of reporting mills was 
38.7% above; shipments were 
27.4% above; orders were 24.2% 
above. Compared to the cor- 
responding week in 1946, pro- 
duction of reporting mills was 
20.8% above; shipments were 
13.7% above; and new orders 
were 23.3% above. 


Truman at Rayburn Dinner 

Although suffering a slight at- 
tack of laryngitis, President Tru- 
man paid a surprise visit to the 
Statler Hotel in Washington on the 
evening of Jan. 31 to join in a 
Texas State tribute to Democratic 
minority leader Sam Rayburn of 
Texas, formerly House Speaker. 
The President, in a brief speech, 
according to Associated Press 
Washington advices, recalled that 
in 1943, in San Francisco, he had 
introduced Mr. Rayburn as “the 
next Vice-President.” “Think of 
the trouble I could have saved my- 
self if that had come about,” Mr. 
Truman remarked. 
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Edward T. Hetzler has been 
elected an Assistant Vice-Presi- 
dent by the Board of Directors of 
Bankers Trust Company of New 
York it was announced on Feb. 5 
by S. Sloan Colt, President of the 
bank. Mr. Hetzler, who is a mem- 
ber of the advertising and public 
relations department, began his 
career with Bankers Trust Com- 
pany in 1923. He was elected As- 
sistant Treasurer in 1928. He was 
graduated from Yale University 
in 1923. Mr. Hetzler is a member 
of the board of managers of the 
West Side Y.M.C.A., a trustee of 
the St. Bernard School of New 
York City, and Treasurer of the 
Horace Mann School for Boys. 


Realizing that scarcity of living 
space will continue for some time, 
The Bank for Savings in the City 
of New York at 280 4th Avenue 
is opening a new exhibition to 
show how single rooms can be 
used for more than one purpose. 
The three exhibition rooms, ad- 
joining the banking floor, suggest 
many interesting ideas, adaptable 
to individual requirements. These | 
range from bold color treatments 
ef walls and furnishings to novel 
combinations of fabrics and furni- 
ture to give varied usefulness to | 
limited space. Designed and dec- | 
orated by James McCreery & Co., 
the exhibit will be on display 
through March. It is the latest in| 
a series planned by the bank to) 
assist the community with various 
aspects of current living problems. | 
Other recent exhibits have dealt | 
with vacation travel, home sew- 
ing and interesting hobbies. The 
bank’s part in these exhibitions is 
handled by Miss Anna M.| 
Flaherty, Assistant Director of 
Public Relations. 


Swiss Bank Corporation New 
York Agency announces the re- 
ceipt of cable advices that at a 
meeting of the Board of Directors 
of the Swiss Bank Corporation 
held in Basle, Switzerland on Feb. 
4, the accounts for 1946 were ap- 
proved, showing net profits of 
13,387,663.53 Swiss Francs, includ- 
ing carryover, as compared with 
10,627,647.05 Swiss Francs, includ- 
ing carryover for 1945. Total assets 
of the Bank amount to 2,139,391,- 
383 Swiss Francs against 1,826,- 
427,161 Swiss Francs for 1945. At 
the general meeting of stock- 
holders to be held on Feb. 28, it 
will be proposed to pay a dividend 
of 5% (against 4% for 1945) 
which will absorb 8,000,000 Swiss 
Francs, and to transfer to Pension 





tion of 1,000,000 Swiss Francs to 
mark the 75th Jubilee of the bank. 
There will remain a carryover of 
4,387,663.53 Swiss Francs as 
against 4,227,647.05 Swiss Francs 
for the previous year. 


fund an extraordinary contribu- | Mec. 31, 


$50 each will help keep the bank’s 
capital structure in line with its 
deposit growth, he said. Mr. 
Buchanan’s advices were con- 
tained in his final report as Presi- 
dent of the bank, a position held 
by him since the founding of the 
institution 24 years ago. 


Clyde C. Taylor, Senior Vice- 
President of the Peoples First Na- 
tional Bank & Trust Company, of 
Pittsburgh has been elected Vice- 
Chairman of the board, it was an- 
nounced on Feb. 3 by Robert C. 
Downie, President. In indicating 
this the Pittsburgh ‘Post Gazette” 
of Feb. 4, further said: 

“Herbert S. Scott, former As- 
sistant Cashier, has been elected 
Assistant Vice-President. Shepard 
H. Patterson, Manager of the 
credit department, has been 
elected Assistant Cashier. Ken- 
neth N. Graham and J. Donald 
Cook were elected Assistant Trust 
| Officers. L. Edward Deuerlein has 





| been named Assistant Manager of 


the Squirrel Hill branch. 


The National Metropolitan Bank 
of Washington, D. C. increased its 
capital from $800,000 to $1,000,000 
on Jan. 16 by a stock dividend of 
$200,000, according to the weekly 
Bulletin Jan. 20 of the Comp- 
troller of the Currency. 

Wendell C. Laycock, President 
of the Fort Wayne National Bank 
of Fort Wayne, Ind., announced 
on Jan. 14. The following appoint- 
ments to the official staff of the 
bank: Edwin H. Hasse, Louis R. 
Montooth, and Harold H. Stell- 
horn, Assistant Cashiers. 

The Chicago City Bank and 
Trust Company of Chicago, IIl., in 
its statement of condition as of 
Dec. 31, 1946 reported total re- 
sources and total deposits of $104,- 
905,256 and $101,972,634. Listed 
among its chief assets were $66,- 
268,000 in U. S. Government se- 
curities; $24,812,800 as cash on 
hand and due from other banks; 
and $6,374,148 listed as loans and 
discounts. The capital and surplus 
of the bank on Dec. 31, 1946 stood 
at $1,000,000 each and the un- 
divided profits stood at $552,738 
on Dec. 31, 1946. 


The statement of condition of 
the Chicago Title and Trust Com- 
pany of Chicago, Ill. as of Dec. 31, 
1946 showed trust and escrow cash 
balances for the bank of $20,654,- 
590 compared with $20,233,943 on 
1945 and total resources 
of $51,935,225 against $48,091,601 a 
year before. Included in the as- 
sets lists were $38,751,045 in 
marketable securities (after re- 
serve provisions) for the period 
ended Dec. 31 last, compared with 





The management of the New 
York Agency comprises F. H 
Gunther as Agent, Edgar 
Paltzer as Deputy-Agent and Au 
gust Ries as Sub-Agent. Mr. 
Patizer, as well as 
Seiler, at present Sub-Manager 
of the Rio de Janeiro branch of 
The National City Bank of New 
York, will become l 
Agents as of May 1, 1947. 


John R. Buchanan, new Chair- 
man of the Board of Directors, of 
the Union Center National Bank 
of Union, N. J., announced on Jan. 
18 the declaration of a 100% stock 
dividend and the changing of the 
par value of common stock from 
$100 to $25 a share, a splitup of 


ning News” further stated that | 
Mr. Buchanan announced that | 
earnings from operations, totaled | 
$3.94 per share after taxes. Sale | 
of an additional 2,000 shares at 


additional | 


four for one. The Newark “Eve- | 


$33,547,564 at the end of 1945: 
cash on hand at the bank was 


H | $4,548,208 against $4,310,677 in the 


previous year’s report. The capital 


land surplus have remained un- 


pi *- | changed at $12,000,000 and $8,000,- 
Theodore 000 


respectively, and undivided 
profits advanced to $2,870,445 on 
Dec. 31, 1946 from the $2,105,725 
total as of Dec. 31, 1945. 


A new Vice-President was one 
four promotions announced hy 
President Walter Kasten of the 
First Wisconsin National Bank of 
Milwaukee following the annual 
board meeting of the bank on Jan. 
16, according to the iwaukee 
“Journal,” which also stated: 

“Pierre N. Hauser was advanced 
to a Vice-Presidency, Samuel E. 
Callahan and John G. Topp were 
elected Assistant Vice-Presidents, 
and Harrison W. Klockow was 
named Assistant Cashier. 

“All officers of the bank were 
reelected. 


P 
of Ss 


Co. directors also met and re- 
elected all officers, including Mr. 
Kasten. Chairman of the Board, 
'and President George B. Luhman. 

“Mr. Hauser, in 1918, after com- 
pleting army duty in World War 
I, joined the staff of the American 


'| Natinal Bank. which later consoli- 


dated with the First Wisconsin. 


'|He served in various departments 


and became Assistant Manager of 
the bank’s Mitchell Street office 
in 1928. In 1929 he was trans- 
ferred to the Cashier’s Division at 
the main office. He entered the 
loan field in 1933 and later was 


Division. In 1935 he was elected 
an Assistant Vice-President. 

“Mr. Callahan joined 
Analytical Department of 
First Wisconsin Co., former in- 
vestment securities affiliate, in 
1928. Subsequently he was a 
Field Auditor for the bank, an 
assistant in the loaning division, 
and was clected an Assistant Cash- 
ier in 1938. 

“Mr. Topp started with the 
Ninth Ward office in 1920 and was 
Manager from 1936 until entering 
the bank’s Business Development 
Department in 1943. He was 
elected an Assistant Cashier in 
1944 and in 1945 took over his 
present duties as Personnel Direc- 
tor. 

“Mr. Klockow, who joined the 
staff in 1928. has served in various 
capacities and now is in the in- 
stallment loan field in the Time 
Credit Division.” 


the 
the 


The Comptrolier of the Cur- 
rency reported on Jan. 24 that the 
City Natioral Bank of Galveston, 
at Gaiveston, Tex., has increased 
‘its capital from $200,000 to $490,- 
000 by a stock dividend, 


The Board of Directors of the 
Southern Arizona Bank & Trust 
Co. of Tucson, Arizona, at 
recent meeting elected Harry O. 
Tennison, formerly of Dallas, as 
Assistant Vice-President. 


Jan. 16, added: 
“Mr. Tennison, 
the Federal 


connected with 
Reserve 24 years, 


the year. He was on the examin- 


a number of years, and 
of the Southwest. He is one of the 
best posted men on bank credits 
and economics in 
District, and at the time of his 
leaving the Federal Reserve had 
suvervision of credit operations.” 


Harry E. Hudson, Vice-Presi- 
dent in charge of California 
Bank’s Santa Monica Office, com- 
pleted his 40th year as banker in 
Santa Monica Feb. 1. He is the 
oldest member of the California 
Bank staff in point of service. As 
dean of Santa Monica bankers, 
Mr. Hudson began his career as 
a messenger boy in the Bank of 
Santa Monica in 1907. When the 
bank became a branch office of 
California Bank in 1922, Mr. Hud- 





ier, advancing to Vice-President 
in 1937. He is Treasurer and a 
Director of the Santa Monica 
Chamber of Commerce 
through the years-has played a 
leading part in Red Cross, Com- 
munity Chest and other activi- 
ties. 


Ly 


A quarterly dividend of 50c per 
share payable Feb, 1 to sharehold- 


Bank of Los Angeles at the an- 
nual meeting Jan. 8. This is an 
increase from the former quar- 
terly dividend of 3712 cents. 
i'Frank H. Schmidt has been 


| elected to Executive Vice-Presi- 





owned by California Bank. - For 
the past 20 years, Mr. Schmidt has 
held various official positions in 


|ing career in Omaha, Neb., and 
received his law degree from the 
University of Southern California. 





made Manager of the Special Loan | 


| Cal. 
| $527,890,808 and total deposits of 


its | 
Noting | 


this, the Dallas “Times-Herald” of | 


moved to Tucson at the first of | 


ing force of the Reserve Bank for | 
is well | 
known to the banking profession | 


this Reserve | 


son was appointed Assistant Cash- | 


and | 


ers of record Jan. 20 was declared | 
by the directors of the California | 


lown of California Trust, which is | 


the company. He began his bank- | 


|}Seaman. C. L. Patterson was 
elected Assistant Trust Officer 
and Virgil D. Sisson, Assistant 
Secretary. Frank L. King, Presi- 
dent of California Bank, has been 
elected Chairman of the Legisla- 
tion Committee of the ABA State 
Bank Division. He was recently 
named a director of branch banks 
in the San Francisco Federal Re- 
serve Bank for a two-year term 
starting Jan. 1. A. O. Otsea, man- 
ager of the Eighth and Spring 
Office in downtown Los Angeles, 
has been promoted to Assistant 
Cashier. R. A. Walter and E. S. 
Liljeberg of the Personnel De- 


partment were also named Assist- | 


ant Cashiers. David S. Lockie has 
|returned to the staff of the Cali- 
fornia bank after four years in 
the Army; he is identified with 
the Real Estate Loan Department. 
Before receiving his discharge, 
Mr. Lockie as a finance officer 
was attached to the Eighth Army 
in Japan where he specialized in 
rehabilitation work of Japanese 
industry. Two other veterans who 
returned to California Bank are, 
W. D. Morris and J. L. Perry. 
Both have been promoted 
cently to Assistant Manager posts 
in two California Bank branch 
offices. 25 years with California 
Bank were completed in Decem- 
ber of Theodoro K. Smith of the 
Sixth and Grand Office: F. L. 
Geyer, Assistant Vice-President, 
J. D. Farmer, Manager of the 
69th and Broadway Office and 
Leo Bier 
partment, 
Office. 


a. 
c 


Eighth and Spring 


The Wells Fargo Bank & Union 
Trust Company of San Francisco, 
reported total resources of 


$498,053,432 in its statement of 
condition as of Dec. 31, 1946. Cash 
on hand and with the Federal 
Reserve and other banks 
amounted to $135,034,061, while 
total investments including U. 8S. 
Government securities was $323,- 
722,398; loans and discounts 
| amounted to $56,938,182 including 
loans on real estate. The capital 
and surplus are shown as $9,000,- 
000 and $7,000,000 respectively 
and undivided profits were $3,- 
871,439 as of Dec. 31, 1946. 


It is announced that the net 
profits of the Westminster Bank 
Ltd., for the past year, after pro- 


and after appropriations to the 
credit of contingency accounts, out 
of which accounts full provision 


| for bad and doubtful debts has 


been made, amount to £ 1,366,622. 
This sum, added to £563,915 
brought forward from 1945, leaves 
available the sum of £1,930,537. 
The dividends of 9% paid in Au- 
gust last on the £4 shares and 
644% on the stock absorb £ 427,- 
329. A further dividend of 9% 
now declared in respect of the 
£4 shares, making 18% 
year; and a further dividend of 
644% on the stock will be paid, 
making the maximum of 12!2% 
for the year. The dividends, were 
payable (less Income Tax) on 
Feb. 1 to shareholders and stock- 
holders whose names were regis- 
tered in the books of the com- 
|pany on Dec. 31 last. £200,000 
has been transferred to bank 
premises reinstatement and re- 
building account and 


of the Mechanical De- | 


viding for rebate and taxation, | 


is | 


for the | 


£300,000 to} 
officers’ pension fund, leaving a} 


From Washington 
Ahead of the News 


(Continued from first page) 
tance to the country as a whole 
than lopping off a 50 cents or dol- 
lar in tax payments here and 
there. 

So far have the Republicans 
backed up on tax reduction that 
Senator Taft now says that no 
reduction will apply before next 
|\July 1. Thus, any reductions that 
|we finally do get will be for only 
|half of 1947, not the whole year. 

This is not the only thing the 
Republicans seem to be timid 
about. The reorganization bill 
that was passed by the last Con- 
gress is daily proving more un- 
workable. A measure purporting 
to make Congress more efficient 
is about to throttle it. But there 
\is no disposition on the part of 
| the Republicans to change it. They 
are afraid of the clamor that 
would be raised. They can effect 
the change incidentally by a mere 
| resolution. It is a fact that there 
|is an embarrassment here. In the 
|reorganization bill the congress- 
|men raised their salaries and pro- 
| vided themselves with expert as- 
sistants. But it is also a fact that 
|in doing this they also voted an 
organization that is making it dif- 
ficult, if not impossible, to do as 
good a job as they did for the old 
pay. 

Where they are proving to be 
jthe worst disappointment, how- 
|ever, insofar as several hundred 
| industries are concerned, is in the 
| matter of the tariff. These indus- 
|tries affected by the forthcoming 
|negotiations of the State Depart- 
ment under the reciprocal treaty 
powers are screaming bloody 
murder. They are either being 
|sold down the river in the great 
global movement that is sweep- 
ing our midst, or they think they 
|}are and the effect on the human 
| being is just about as bad. 
| Some Western Republicans 
|frankly want to repeal the recip- 
rocal act. But the older heads 
are holding them in check. Not 
| that they are not believers in the 
|protective tariff themselves but 
| that the reciprocal act has become 
|so popular, or rather has been so 
propagandized, that they dread 
the howls that would be raised 
should it be tampered with. 

It is certainly a pretty thing, 
| this reciprocal act that has been 
on the statute books for so many 
|years. It was and is a monument 
|to the tenacity of Cordell Hull. 
| We recall very well the reasons 
| given for its passage. People went 
|to war because of tariff barriers. 
|Remove these barriers and pre- 
vent wars. Well, it prevented 
| World War II, of course. 
| Because of World War II, which 
it presumably was to prevent, it 
has never had a fair operation. 
Instead of its having proved 2 
| preventative, there is no telling 
| just how much part it played in 
| bringing on our participation. Be- 
'fore 1939, it seemed that as fast 
(‘as Hull would negotiate one of 
these treaties with Central Euro- 
pean countries, Hitler would move 
into that country and make the 
treaty void. And every time he 
would do this Hull would become 
more convinced that he had to be 
deait with. 

Just whether this highly touted 








balance of £575,879 to be carried | 


forward. 

was announced on Jan. 24 
the Head Office in London 
“he Chartered Bank of India 
Australia & China had received a 
telegram from their Batavia Man- 
ager advising that their branch 
in Medan would reopen for busi- 
ness on that day. 


It 
that 
of T 


4 


Advices from abroad have come 


ito us to the effect that the Duke | 


|of Devonshire K.G. has been ap- 


things 
known. 
them yet. 
But it is a fact that the loudest 
denunciations that would come 
should the Republicans attempt 
to change it, would come from the 
eading Republican To 
be for the reciprocal trading act 
is a sign of a broadened mind, of 
our growing up and becoming 
| global in our thinking. It has been 

sold as that. It one of the 
great myths of the time, just as 
is the myth that the Hawley- 
| Smoot act had anything to do with 


attributed 
It hasn’t 


to it is not 
accomplished 
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Elected to Trust Officer were L.| Pointed a Director of the Bank of | the depression or the coming of | 
First Wisconsin Trust D. Petty, L. A. Rentsch and J. C. | Australasia. 


! World War II. 





